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PREFACE. 


With the issue of this convlmling volume it may 1 h> 
\N\'U to state brio tty the scope mid pur(>ose of tlio work. 
Since the publication of J. S. Mill’s Prin<-ij>Uis tUe appli- 
cation of the historical niitl coinpanitive niolliods on 
I lie one side and on the other mathematical analysis 
have given a broader and also a inoi-e accurate meaning 
to general economic conceptions and economic I a ws* whilst 
in every department an immense amount of labour lias 
been devoted to specialisation. The present work is 
iiitendeil to give u siiiwey of economic principles in tlie 
light of tliese advances and to provide an introduction 
to tlic more siwcial treatment of puix* tlieory, economic 
history, ami the economic side of social ^picstions. Tlic 
work, however, is not n mere cmnpilation, and there ai'n 
parts wliicli may lay claim to originality, as, for example, 
in the pi'escnt volume the chapters on Kelativo Prices, 
Rents, Profits and Wages, and tlie relations of Pnhlic 
Expenditure to Taxation. 

In style and form the liteniry method has been adopted, 
and wlierever possible purely technical language iias been 
avoided; but I liavc never attempted to utlain simplic- 
ity by avoiding UilBculties, and I have given my own 
opinion on disputed questions. 

As intimated at the outset, the subject has been treated 
throughout from tlie positive standpoint; but as this 
purely scientific attitude is liable to be inisnnderstood. 
I have indicated in the final chapter my own views of the 
relations of political economy to morality and religion. 

It is scarcely necessary to stale that the various chap- 
ters must be regarded as parts of a whole and not as a 

Mi 
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iniinber of scpanae treat iscs. It is clearly impossible to 
croKlunsc into diaptcr.s siieb vast subjects as Economic 
rro;;ii ss, W'agrs and Ibo^jrcss, Kree Trade ami J*roteC“ 
tion, I, oral Piiiaiiee* ('olonial Policy. Public Debts, etc. 
One of tlio greatest dinieiiltics lias been to preserve tlie 
due sense of [)ro|iortiori. 

I liavc iiidiralcd in tli<> pro|>er places iny obligations to 
particular Umksaml autliors, but 1 ought to mention spe- 
cially llie gre^at works of Tliorold Uogers ami Viemnte 
D'Aveiicl oil the history of prices, and of l)v, Cnrming- 
haiu and Ibofcssru* Aslilcy on general economic Jiistory 5 
the standard books of Professors Ihislabic and Seligman, 
and llie original and ingeuioiis writings of Professor 
Kdgcwortlu on Public Kimince ami Tnxalion; ami the 
vaUiable iind suggeslive works of Mr. mid Mrs. Webb on 
rrade I ntons and Industrial Democracy, Dr. Keynes 
has looked over all the proofs and made valuable sug- 
gesimns llinnighout. amt Professor Bastable and Mi. (\ S. 
Devas have performed the same friendly deed for nortione 
of the work, hor the Index I am imlehted (o Mr. A. IP 
t lark. my assistant in the rniversity. 

Iji eondusjon | tiuiri again expreas my regret that the 
completion of the wmk sliouUl Imve been so long dehvyeil 
through unavoidable caMscH.-at first illness* and later 
the mcraased pressure of ollieial duties, -and now I will 
ThX “ b tlic words of the luitlior of 

fi 1 - If I have done well, and as is 

fitt ng tl« atory. it is that which I dcsi^d ; but if slenderly 
and meanly, it is that which I could attain unto - ^ 


UsivMsrTv or EMNsennu. 
Nflvemhrr, I'OI 


•I. SlItKLD NICHOLSON 
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ECONOMIC PUOGUESS. 




CIIAPTEU I. 


THi: >;ATrUR and the measorkmrnt ok ECOS’OMIC 

PROGRESS. 

§ 1. Tfi<^ LXta of Pr^ijn^u in General. Before enteriag 
OR the examination of the nature and teste of economic 
progress, it seems desirable to stale explicitly that, howe^'er 
wide be the interpretation given to the term “economic," 
it cannot embrace the idea of progress in general whether 
as applied to the individual or the nation. I low large that 
idea is, bow variable fi-om ago to age, and how related to 
the great ideas of humanity and freedom, it is the business ’ 
of the philosophy of history to gather from the evidences 
of literature and art, law and custom, morality and religion, 
an.d the other components of civilisation.^ Perha[)s the 
most remarkable result of such a wide survey is tlie dis- 
covery that in the past the idea of progress has generally 
fallen sho]*t of the actual reality, and the com pre liens ion 
of the meaning has generally lagged behind the making 
of history. Even as regards China M*e arc told tlmt tlie 
actual development and hliation of thought Is scarcely less 
traceable In history and literatura tlian in the cose of Greece 
itself. But in place of the idea of prepress, among the 
Chinese as among the Egyptians, Babylonians, and Hindus, 
the theory of cosmical and human cycles appears in vari- 
ous forms. The Jews also seem to have attained to no 
conscious apprehension of the idea of progress, and there 
is no distinct enunciation of that idea in the Old Testa- 
ment. The Greeks and Romans conceived of the course 
of history, not only, as is commonly supposed, as a down- 
ward movement of the ages indicated by the nobler and baser 
^ See Professor Flint's Phitetophv of UiHorf^ pp. BS-136. 
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tnctals iwin goUl to iron, hul coiiccivetl of it some- 
tiinoK as a cycle aii<l suinctinics as a progress ; and the clas> 
sical iiloa of progress wlicii it comes to tlio surface is 
rallier iioutical ami philosoplnc^il than historical in the 
sense of lieing founiled on a >vi(le induction of facts. 
"The tcacliing of Christ'* — such is tlie judgment of the 
philosoplnual theologian — "applied diicctly only to man 
in lus moral and religious relations^ and did not contain 
even in germ a doctrine of Ins industrial, sc ion ti fie, aes- 
thetic, or iioUlical development, althougli not only consis- 
tent with, hut culcnlatcd to lead up to, ilie true doctrine 
ll fcrvo V ‘ * A I hI by way 1 1 f coni m e nt ary it may be added that 
the hislcuy of tlic medheval C'hurch is one long contest or 
series of contests between llie litei-al interpretation of the 
teaching of the Sermon on the Mount and the strivings of 
like natural man for wealth and |iolitical power. "Tlie 
general conditions of life and thought in the Middle Ages,” 
says Professor Flint, "were extremely unfavouiable to the 
growth and spread of tike idea of pj'ogicss”; and yet in the 
actual history of medimval England we find the legislation 
and the cathedrals of Edward I., the science of Roger 
llacon, the i»oetry of Chaucer* the llkcology of Wiclif, and 
a mass of other evidences of original i>o\ver, and all that 
we are entitled to say seems to be that, as in the earlier 
ages, like idea of progress again fell short of tliC reality, 
hrnm the sixteenth century onward we find a number of 
attempU to express the gciier.al idea of progress —some- 
times involving the perfection of Ood, sometimes tlio pci*- 
fcctibdiiy of man — .and culminating in the nineteenth 
century in the theory of evolution, llowfar tliat tlieery 
is of service in exphiining and estimatiikg economic prog- 
ress will be considered later; in the meantime enougli 
has been said to justify the position that economic progress 
is not coextensive with, or dcducible from, any general idea 
of progress. 

That idea is still shadowy and vacillating. To the 
* Flint. 0 p. cit. . p(». ec, 97. 
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ordininy min, I not firmly fastci.cl lo tl.c faith of roli-iou 
,>r to the ti-ansoeiulontal reason that is akin to sm-li fail), 
the Ions procession of empires that i>;tss over the worhl 
18 appalling: ami when the habit of analysis forces tl.e 
spectator to break np the life of every nation into multi- 
tudes of human heiiigs. — of living spirits. — the effect is 
overwhelming: the individual becomes a speck and his 
life a moment. 

And yet the living I'oprescntntivc of Kant, M. Renouvier,* 
still maintains that the secrot of progress is to be found in 
the exercise of the i-ational freedom of individuals, and that 
the ethic j-aces of mankind — akin in moral ideas— aro of 
far greater significance in the unfolding of history than 
the merely races determined largel}'^ by physical con- 

ditions. As alreacly explained, tlic estimation and com- 
parison of standards and ideals of morality ai-e excluded 
fi-om the plan of this work; but it seems necessary to guard 
against the assumption that econoinic progress is naturally 
associated with moral degradation. The brilliant and sug- 
gestive work of M. Irforia* on tlie economic bases of the 
social constitution 1ms given new life to tlic materialistic 
interpretation of histor)*. His leading contention is that 
all the moralities, religions, and policies of the past ai*e only 
connective institutions by which capitalism has enslaved 
and bound in fettem the societies of mankind. “In effect, 
he writes,® “whoever is penetrated with titis fundamental 
truth that capitalistic property or the suppression of free 
land is not a natural and spontaneous fact, but the violation 
of laws human and divine — the impossible ej*ected into a 
system — will understand that to guarantee the j>crsi5tence 
of this absurd and contradictory system it is necessary to 
appeal to all the passions, to all the sentiments, to corrupt 
their purest sources and to metamorphose them into the 
docile instruments of this monstrous engine capital- 

* Cf. Flint, cH.. p. 600. 

* Baaen JCrftnnmirjnea lU CoHatUu((^tt ( Paris. 1860). 

* p. 424. 
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ism. . . . It is to lie i»liscvvccl, liowevcr, tliat M. Loria 
liimsclf in )iis forecast of fiitui‘0 looks forward to a 

golden age of siin)ilc morsilily. "In tlic economy of equal - 
iiy and association the social organism in jK^rfect equi- 
librium by its own virtue will have no need to seek tin* 
gnarantco of iu {lorsistonco in the imssessinn of the most 
<livei‘KO manifostations of human activity, which will heneo- 
forth soon resume ilieir nalnr.d an<l niinnul developmciu/' 
Thus M. Loviaas reganis the future is as extremely idealist 
as with reference to the jwist lie is extremely materialist — 
and in my judgment is wrong in lx»th extremes. Ccrtaiidy 
ns vogaixls hlsiovlcal progress the connective institutions of 
society are not to lie snnimarisetl as examples of conscious 
tyrannical clucanory; the eyes of childrom if tljcro is any 
truth in the doe trine of heredity, declare that more lias 
gone to the making of them than ages of corruption and 
su ffering. 

If, however, wo reject the morlnd simplicity of M. Lori a. 
with his exaggerated consc<piences of the suppression of 
fiec land and of llio dominance of the love ‘>f mone)*, we 
cannot accept as much nearer the truth the optimistic idea 
that progress is necessary and continuous. 

It is diilicult to tmcc any continuity in general pmgress 
or even to discover the conditions favourable to the prog- 
ress of humanity a.s a whole. The civilisation of Egypt 
under the Pharaohs cnduied four thousand yearn, but it 
made less impression on history than the single generation 
of Pericles. " Progress,*’ says M. Renouvicr, •* is possible 
for individuals and nations in all spheres of human life 
and activity. And it is not only possible, but the analysis 
of facts shows that it has actually taken place during cer- 
tain periods in the history of many peoples. No facts 
warrant us, however, to ascribe to it universality, con- 
tinuity, or necessity. Deterioration has been as prevalent 
as amelioration, lliere has not been anywhere or in any 
respect uninterrupted pre^ss. If we compare medi®val 
Europe with ancient Greece and Home iu Ibcir prime, and 
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apply proper erilicisi^ in un niaimei\ tlic foinier 

nnisit be ackaowKHlgcil to liavc Ihh*ii on ;v lower intelloctusil 
au<l moral level. If we exaiiiine into tlie history even o( 
such a phenomenon as slavery, it will be fouiul that for long 
periods ami over wiilo spaces it was not lil)crty whicli 
gained ground. Kuro^ic is no more entitled to believe 
herself at present secure against future slow decadence or 
rapi<l collapse than Asia was when in her gloi*)’. Tliose 
who liavo discoui'sed on progress have generally crrcil as 
to its point of departure. They have supposed it to have 
stai'tedfrom conditions which canonl}* have been gradually 
produced. They have imagined a perfectible brutality for 
which there is no evidence to be found in history. The}* 
liave not deemed it necessar}* to inquire by what nmrks 
societies are to be ranked as superior or inferior to others. 
They have not seriously endeavoured to detcrinine what 
constitutes progress, and have consequently failed to sec 
how inseparable it is from morality, and how necessary 
it must bo to the work of individuals and societies them* 
selves. . . 

It is, on this view, in the exercise of ratioual fieedoin 
that societies as well as individuals have risen or sunk, 
elevated or debased themselves. And as already Indicated, 
and as will appear more fully in the sequel, the dominat- 
ing force in economic progress is llie exercise of the 
rational freedom of individuals, and therein is to be souglit 
^it seems to the present writer*^ the reconciliation of 
economic with moral ideals. At present, however, all tlmt 
is contended for is that economic progi'ess demands a 
separate analysis ; in the cultivation of tlie sciences as 
in that of land the method of large open fields has given 
way to enclosures and sx>ecialisation. 

§ 2. The Nature of Economic Proffrect. The simplest 
and still the most common idea of economic progress is 
(quantitative. All the nations,** Mill naively remarks. 

which we are accustomed to call civilised increase gradu- 
ally in production and population.’* Even os regards the 
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progress of j>i*o<lnciion, liou'cvor, wo cannot get very far 

with the simple niles of ]K»lltioal aritlimctic. AVe ma3', 

incleeth mcjxsurc the increase of national M-ealtU in terms 

of the monetary stanclaixl, ami for certain purposes such 

measurement is suflicientlv ace n rale. In the United 

* 

Kingdom, for example, a j*enn3* in llic pound of income 
tax has for some j-ears given an incicnsing return, and 
the natural explanation or deduction is that there is a 
c orresponding inciensc in tljc wealth of tlic nation. This 
estimate is confirmed hy llie yield of otlier taxes and by 
I lie monetary statistics of trade and ronsum]>tion. 

In the reference to such statements, liowcvcr, we natu- 
rally take account of cpiantilics of wealth ns well as 
values, and the consulciution of quantities logically leads 
to an estimation of rjualiUcs. Ivspceially in comparing 
relatively distivnt i)cnods it is obviously nccessar)', nob 
only to allow for variations in the value of the inone- 
lavy standard, hut to give a fuller meaning to the money 
valuations by referring to the <(uantitics ami qualities of 
the forms of wealth. Qn.antities remaining the same, a 
large advance (or retrogression) may be estimated in 
resi>cct of improvements (or the reverse) in qualities. 

I he youngest of the golden ^os. and pcrlmjw the only 
one that still claims to Iks considered as historical, vix., 
the Hftcentls century in England, has swiTered grievously 
under the test of this qualiUtivc method, and iU rude 
abundance has become very rude indeed. On the other 
hand, the material prosperity of the nineteenth century 
has been proi>ortionately elevated by similar allowances 
for quality. 

The improvement in the qualities of old things again 
leads to the consideration of substitutes and additions, 
and the national valuation in progressive societies is again 
increased by a long list of scientific discoveries. 

The idea of economic progress, however, even in its 
simplest form, is not exhausted by the increased improve- 
ment and discovery of the various forms of material wealth. 
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Sido by suU' wuh the pn\L;ivss of wonltU wc must set Uie 
progress of populutiou. I Iei\\ again, the simplest and most 
common method of estimation is quantitative. “Though 
North America." said Adam Smith, “is not yet so rich as 
Lnglamh it is much more thriving, and advancing with 
much greater rapidity to tlie further acquisition of riches. 
The most decisive mark of the pi*08perity of an^* country 
is the increase in the number of its inhabitants." A 
century of Maltluis and lialf a century of Mill have not 
sufficed to discredit altogether the decisiveness of this 
mark even with )>ersons of cuUui'C, and still less witli 
the masses of the people. Tlte arrest of the growth of the 
population of Franco is regarded with drea<l, uhilst the 
enormous expansion of the United States is viewed with 
patriarchal pride* by the respective jwoplcs. 

At the same time* however* the simjde numerical lest 
of tho progress of population needs even more than that 
of opulence a qualitative supplement* though, it is true* 
tho difficulties of such a modification are in this case mud) 
greater. 

At the present time, the most fashionable terminology 
for the expression of social and economic pi'ogress is that 
denvod from tlie theory of evolution. I do jjot deny llml, 
in some cases* this terminology may be useful* or that the 
analogies with biological development may be suggestive * j 
but we are not within sight at present of any deduction 
of the principles of economic prograss f 1*0 in a general 
evolution of humanity. There is, for example, no stronger 
opponent of the self-called evolutionary socialists than 
Mr. Herbert Spencer. We may indeed speak of tho dif- 
ferentiation of division of labour and of the integration of 
cooperation, of the tendency to variation in industrial 
processes, of the survival of the fittest in schemes of dis- 
tribution ; and in every department of economics wc may 

^^sreto b as worked out iHc theory of economic profrress in temis of 
evolution In an Interesting way. Cof«rs cT^coHowfe >'ol. II.. 

Livre Itl. 
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•lUrovoi* example's of mluplalioii io (lie envivoniueiit aiul 
<if vevei'sinns to atavism; Imt wo csiJinot (UxcovcJ* tliu 
iiatiivo of imliisiml proi'nvs.s hy I lie Kim[>lc ailt)[ilioii of 
the Irtiionn^'c <»f evolution ; we mij^ht as well expeet to 
iliseovi'i' tin' history of C'liiiia by a translation of the his- 
tory eif Kiijilaiul into ('liinese. 

Kvevy s|Hreiiv) seieuec iioecU its own special oviUeuev* 
and tlio natural cvolMtimi of the nineteenth century is no 
better adapted to provide substitutes for induction than 
was the iiatui'al tlioolo^y of the ei"hteehtli.' 

Aceordin^ily. in estimating the economic pi'ogi'css of 
]>opulation as regards <|uality» we shall find it necessary 
to apply diffennit tests; and one of (hose tests is to be 
foutid in the immey valuation of the peotdu and its coni- 
[>onont classes. 

§ n. On /Ae J*foffre»n r*/ J^uimfuOon in v/ 

The cstiiuMion in terms of money of tlic tpialilies of 
pe ran ns, classes, and nations, ns I have shown elsewhere.^ is 
neither new nor uiixeientilic. 

The principle of com[H*tis:\iUMi for iiccidcnts and in- 
juries to persons was fully I'c cognised in Saxon times. 
Injuries and assaults were dealt with on a minute scale of 
fixed coni|iciisali«ns, the amount jwyable J*angiiig accord- 
ing to the rank of the persons concerned. Ifi*/ was the 
value set on a man's life, and the amount of a man's own 
n'er was often the measure of the fine to be paid for his 
offences against public onler. Contumelious outrage (c.y., 
iiinding a free man or shaving his head in derision) was 
visited witli lieaviet fines than any but the gmvest wounds. 
It is most iiilercstiiig to note, that in the case of harm 
ensuing even by pure accident, the actor was liable, how- 
ever innocent his intention, and the question of negli- 
gence was not considered at all. Wer unwilUi/ ’jethnn 

*Cf. Meal for furlhvv ircAtaient 

o< this srgument. 

» Strikt:! nnil Sufiiii Prot.UtHw. p. 07, Essay on tlic Living Capital of 
the United Kingdom." 
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»»»*; iriin./ : su.-h \va-^ llio l.iiiu'ii.lo I'f all .>M 

Gonjwuio laws.* Tlu- ivooi.t i;.iush K-islalioi. ,.u oom- 
ponsation for acciao.U-s l.as ivatVuiiu-.l lUis ini.K-n.lo winch 
aopomls for its ailuiinistralioii on nunioy vaUialioiis of iicr- 
sons ami i>ails of thorn: au'l the ooiniiion law lias still 
to put a luonov value ou shocks to the .syslcui throng i 
accidents ou railways ami shocks to the feelings throngh 

bveacbos oi luarvisij;^ vows. . , i 

Money valuations of economic i>ersons maybe estimated 
on two principles, viz., cost of production and earning 
capacity. The production and education of children np 
to maturity or jmlepemlence consume a large i>art ot tlic 
resources of their i>ai-ents, which otherwise might hate 
been converted into material capital. It is of coume true 
that the value of education (.as it appears in the Imishcd 
child) cannot be measured simply by the cost, u in 
general as in material things the greatei 

the cost 80 much gi-eatov the value. Ami m asiutej of 
the economic pi-ogrcss of the nation one decisive maiko 
an improvement in quality is an increase ui the cost 
of education. The prohibition of work for wages uiuli. a 
certain age increases tl.o expense ot rearing 
of the working-man, but the increase of cost ‘"’I"®'® 
the value of the children. From the national l’° ^ 

view, the fact that school fees arc i«iid by the rate-pi jus 
makes no difference to the real cost f .'‘'‘‘i.*"; 
directly it may even increase it, that is to scij, 
supplied by the State may cost more than that au P od 
byTho parents. The history of the effects of > 

and of the factory system is full of examples of the deg 
radatiou of child labour, and that 

roughly measured in the lessened net cost of education 
and maintenance. 

The element of time is of still greater ^ 

waiting for the results of living than of dead capital, and 

80 also is the element of risk. 

»l»Qnock and MaillancV Jlisti^ry of Kni/IUh /.arr, Vol. 1.. I*. -J* 



i»u<Mjnicss. 


IJ 

J'lio pnrtloular jan'iit Is liy no means snro that he 
will 1)0 noli t hv •'Ivin*; '.\ lon^^ :m<l oxjicn.sive education 
to his jiavtiouUir child, wliilst hU immediate share in 
iho child’s oavnin"^ is alti-activc to his greed. Hut 
to iho nation at laigo an iniiirovcinont in the quality 
t>f the |icoj>lc — such an improvoinont as involves lieavy 
iXjM'iidituro — is not connterlsilanced hy these draw- 
haoks. A nation can alTord to wait, and the risk of 
emigration is small, and sinaller still the more extensive 
the empire. 

It is, of course, possible that in c<Uication, as in other 
forms of production, there may l>c needless waste; but, 
aften* making alhiwances «>f this kind, it is gtnierall}' true 
that cdni'ation that costs little to the nation is generally 
w«»vtii little, and conversely of great cost and gixjat 
worth. 

The value of people ami jKjoplo.s may, however, be esti- 
mated from tbe pr)lnt of view of earning capacity. Wo 
arc all familiar with the <listinotion Iwtwcen skilled ami 
unskilled IuIkiui*, ami it needs little relicction or observa- 
tion to discover tlint in 1 >oth groups there arc a multitude 
of siiljdi visions. These various sulsli visions liave differ- 
ent degrees of earning rapacity. And again, one of the 
decisive marks of econoniiu ijrogivss is found in the in- 
crease of the numliers of the classes with higher e.arnings 
relatively to those m ith lower earnings. 

Sir lloliert cnlcnlatioiks for a recent and notable 

half cent my liavc |K>pulariscd this method of estimating 
the progress of tlic working-elasscs.* 

Before going further with this explanation of the nature 
<•{ economic progress, it may be well to set forth the results 
already obtained. The economic ju-ogre-ss of ,a nation may 
be estimated, first, by the 11101*6050 in its wealth, measured 
in terms of money — allowance being made for any varia- 
tions in the standard, which again involves a scries of com- 

' “ rrf»gtc*sof ihe Working Cla'^-s in (be Last Half Ceniury,*’ Sssays 
in I (nance. Second Series, p, 
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pk'x probloins;^ second Iv, wo nm* take aocouiil of tlxc 
increase of the population; lhivdl\\ combining these twt) 
methods, we may roughly estimate progress by the increase 
per head in aecumulated wealth and in iiicoinc: ami 
fourthly* we may consider the money values of the whole 
nation, and of its various component classes, either on tlio 
basis of cost or of earning capacity. 

The nature, however, of economic progress can be repre- 
sented only very imperfectly by the application of these 
monetary methods of valuation. We must next endeavour 
to pass behind the money cost and the money earnings to 
the real cost and the real earnings, and for this purpose 
the general conceptions of economic Utility and Disutility 
may be first adopted. 

§ 4 . Progreii of Population in Termt of Vtilitp and 
utility. Even from the point of view of the individual 
Epicurean the money value' of his wealth is of importance 
only 80 far as it indicates its utility, including, of course, 
on the one band, the satisfaction and pride in relatively 
large possessions, and on the other the sense of increased 
power of well-doing. Money is only a measure of ex- 
change value, and a rise or fall in the exchange value of 
a man’s wealth may or may not correspond to a rise or 
fall in its utility to him. If a man falls blind Ins pictures 
to him lose their utility, though their prices are unaffected ; 
and if he loses his strength beyond a certain point, the bur- 
den of managing his wealth may exceed tho total satisfac- 
tion which lie derives from it. Still more obviously the 
disutility of the acquisition may exceed the utility of the 
fruition of precious things. Such, expressed in more 
familiar language, have always been the commonplaces 
of poetry, philosophy, and proverbial wisdom. 

But, on the other hand, under ox-dinary conditions, an 
increase of wealth (measured in money) generally meajis 
also an increase in utility or happiness to tho individual. 
We suppose that no one will labour to acquire wealth hc- 

»c/. Book III., Cbs. XI.-XVII. 
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ynncl tho point at wliii'li the <lisiitllify or roul cost of the 
ial>om' In him seems treater tJian the utility of the corre- 
''[•omling i'«*\vai'd. 

There may he mistakes of jiuljjnient, but tlie general 
rnlc applies to any inclivulual whose freedom of choice is 
unfettered. 'J’hus lo the free imliviclual an iucreiuso of 
money generally means an iuercase of xilillly (even if he 
lias to earn tlie iiioiiey^. The utility, moreover* of a free 
man’s wealth may rise* whilst its money value remains 
eonsiitnl, or even fulls. Atiy ini[»rovcmcnt in the physical, 
inovaU or iiitcUcctual eoiulitioii of the man may raise tlie 
utility of his p<»sse scions. Similarly any impjovement in 
tlic eonditi<»ns of aec[uUitiou may increase tlic total posi- 
live utility hy <liminisliing (lie <lisutiUty involved. 

'I'hat utility has only a meaning with reference to the 
feelings of liunuiii Iwings, is still too often overlooked. 
For brevity and convenience m’c speak of utilities fixed 
ami enihodiecl in maleviul (lungs, hut «o fur they aio at 
most potential utilities, and ean only 1>c realised h}' sen- 
licjnt individuals. Mr. Ituskin, ill Ids (irades against rail* 
ways, foigcts that lakes and inoiintuiiiK must be seen to be 
appreciated. 

\\ lien we pass from the imlividual to tho nation, the old 
distinction Iwtwcen value and riches, or the niudera di.s* 
tiuctiori l)ctween price and total utilitv, becomes of fundu* 
mental importance. Under certain conditions* it is tme 
that a rise in (he money wealth of a nation may l>e held 
to point to an increase of utility. Take, for example, the 
money values of the houses, and suppose that the value 
of the standard is unaltered. 

A rise in the money value of the houses may point to 
various improvements a.s regards size, convenience, sanita- 
tion, icsthetics. A rise in the value of house property may 
thus he one of tlic host signs of material progress. Another 
good example is found in the rise in prices of various kinds 
of breeding stockd Again, Ihc assumption by things of 

‘ <:f. Rogera. .\>jTifHUHr€ anti Prif;p6. 
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exchange value ^^whieh fonnorly po^jisessctl none) may also 
l>c a sign of iiu-reaseil utility to the Jialiou. An improve- 
moiit iu the oil neat ion of tlie jiooplc or in tlioir powers of 
enjoyment may create or intensify a Uemamh aiul imiaovo- 
luotJls in the means of production may lead to the utili- 
sation (.and valuation) of waste products. There are 
certain eases, liowevcr, in which a rise in money value 
is due to causes which point to a diminution of tlic total 
utility to the nation of the valuables concerned. The 
exhaustion of natural supplies m.ay be marked by a rise 
m the price of the remaindei's; or a rise may be due to 
the artiticial restrictions of moiiopolie.s or to increased tax- 
ation, or to lessened efliciency of labour and capital, or to 
checks on foreign trade. Iji all these cases — and the}' 
are examples only — a rise in price may mean a fall in 
utility. 

There ai'o also cases in whicli a fall in price may point 
to an increase of utility. A fall in price may point to 
greater abundance due either to the exploitation of fresh 
natural resources or to iinpi'ovements in production. 

Pram the national point of view it seems natural to look 
on inci'cased cheapness per unit as necessarily involving 
increased utility. But the connection is by no means neces- 
sary, and the benefits of chcax>ness to the nation arc liable 
to be overrated. If the cheajmess is due to greater natural 
abundance or to lessened real cost, it indicates, no doubt, 
a gain of national utility. There is, however, a danger of 
underestimating the real cost. In making a balance of 
the gain and loss to the nation of cheapened i^roccsses 
of production, it is sometimes desii'able or even ncccssar)' 
to leave out money, whether as a medium or a measure. 
Consider, for examine, the development of the factory 
system in Britain.* The utility to the consumer of the 
cheapened goods was but small compensation for the disu- 
tility of the degraded labour of the children ; the language 
of utility indeed seems ridiculously feeble in indicating the 
^ Cf. Von Flencr's English Faclorg Z^gislalioH. 
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losji to tlio nation. Tin* processes of exchange often con- 
ceal till) ti'Uo character — fi*om the national standpoint — 
of tlio pi-ochiolion and eonsinnption of wcaUh. 

.\ free Indivicliial making things (or catching things} 
for liis own InimccUatc consiiniptiou would not be likely 
to overwork Iiimself ; though most people are ready to 
<»verwork for money — making I lie means an end by a 
moral fallacy. And in earlier stages of society, on the 
institution of slavery, the owner of another person feels 
directly none of the di.sulllitics of laUmr; ho may, indeed, 
evi'U take a gloomy plcosnic in seeing his slaves suffer 
llie hard.slh(>s of toil. Thus, under a system of slavery, if 
we were to make the supposition tliat the slaves and their 
owners have ecpial and similar capacities of plcasui'os and 
pains, the halauoc of disutility would Ixi enormous, as 
slinwn in many historical instancc.s (c.//., Roman slavery). 
And if we make a similar sup|K)siliou regaixling the con- 
sumers of cheap goods and their makers, under similar 
conditions, we shall often lind a similar largo biilancc of 
disutility . If men and women were still obliged to 
undergo directly the actual toil of making their own 
clothes (from the raw material) they would not undergo 
for a month the pains which tlie makers of cheap clothes 
in sweated indu.strics endure throughout their lives for tlic 
clothing of other people. 

It is, of course, true that the makers of the clieap 
clothes work, not for the utility of tlic clotlies, but for 
the money that buys neeessaric.s, and the utility of this 
amount of money is to them immcasumble. 

I'rom the national jKunt of view, however, it is some- 
umes dosiralile to rcgaixl the producers simply as agents 
<if production. Thus reganled, there can be no question 
that the utility of extra cheapness may be purchased at 
an enormous real cost (or disutility) that is only possible 
under a system of exchange, 

I liave already explained my objections to the monetary 
measurements of consumers’ rents or surpluses. If, how- 



TIIK N.VriM 


AN|> ruv: MKASrUKMlCNT. 


17 


evL'r, 5*iH'h Jmnismviiionu aio lo Iv ivlninoil ft)i- theoretical 
luirpose^, tlu’V .<lionia W supplemoiitoa by similar calculu- 
lions for imuUicci's* ilolicitsJ 

Portunatoly, lu>\vv‘vei\ >vo are not oblig'oil to take the 
case just examined as typical. A fall in price does not 
generally mean an increase of prod uc el's* real cost, and 
may indeed he accompanied by a moi-e than corresponding 

• production. In less technical lan- 
guage, Nvliilst the great body of consumers may gain by 
cheapness and jdenly, the great body of producers may 
also gain by improved conditions of work. Under present 
conditions the real cost of labour (or the disutility') is least 
in the largest businesses, ,iml greatest in the small work- 
shops and in the domestic industries.* 


•Vnd it is false also to look on all labour ns necessarily 
involving disutility. Tlic avemgc healthy Englishman 
docs not look on a day’s work of ten hours as he would 
look on the extraction of ten of Ills teeth. The day's work 
may not be a continuous ecstatic delight (probably sucli a 
continuity is jwyclio logically impossible, and the very idea 
is sickly), but it may afford a warm glow to body and 
mind; and, at any rate, involves no more real discomfort 
than sitting in a train. 

E.xccpt in mattei's of s|>ort, wlicre it forinnatoly still sur- 
vives in full vigour, tliei'C is, however, some danger of los- 
ing the idea that work is good and slotli bad. It is to bo 
lioped, however, that the presumption is not to be alto- 
gether reversed, and sloth to be elevated into a cardinal 
virtue and labour considei’cd a.s a cancer of tlie soul. 


^ NV<< hnv(‘ rntly to 8ii]>po.sc lltat llic coM>iiriirr <Iircct)y 

Ins share in the iitccsnary Jalxiur and to cnlcnJatc Iiovv umcH he >youIJ bu 
willing to iMiy r.iUuT than lliis toil. We nii^ht iIk*h cliscovc'r 

that though for his box of matches overy week he svriuhi ('/wn consumer) 
be willing to pay £ I and thus make pviicv of coiisuiiivr's rent, he 
would gladly tfna producer (If Ujulchiuakint; were conducted by Stale 
conscriptiou) juiy more than X 1 a week to lind a subslitule. And thus 
on balance there is a deficit. 

^ Cy. Webb's finlualn'al IfctHOcrac^, Vol. II., pp. [iOO-650. 
vox.. 
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Tlic*ro fvi'f** no dntilil, fonns Lil>oiir that arc dis^nsCiii", 
degrading;, and iiitoloraUUt lo a liigli-spiritod people, and 
one part of oeoiimnir j)n>j;ross consists in tlicir mitigation 
or abolition. Uni, on tlic other haml, a very large i>art ot' 
the work of tint nuli<Ht involves no real sofTerliig, and if 
replaced hv eotnplelc iillejie.ss wcadd ccrhvitily eatise a 
loss of happiness. Kven aj>art from (ho scatilincss of the 
pay the pleasures of idleness in a stiiko toiid to nausea, 
'fo U'lXiX a life of leisure is a ditVicnlt art.^ 

liy these and similar reasonings wc reach the conclusion 
(hat. although the conceptions of utility and disutility may 
assist in tlio cducadation of the natiu'c of eeonomic progress, 
the assistajicc tliey give is rather formal and suggestive than 
s\il>s(antial and Instorieal. It is indeed necessary to go 
behincl the money to the utilities and the disulilitics, but 
these again have to make way for other tests of progress. 
The theory of utility, like the theory of evolution or the 
theory of fmal cansc.s, )iuts more cpiestions tliau it answers. 

§ ■'>. The P rotjrciiH <*f /urih r c<oc#n/rm/. 

liefoic going further it is worth considering more in 
detail the grounds of the opinion that an increase of popu- 
lation is in general a decisive mark of increasing economic 
prosperity. In llie (h-st place, defence is si ill of more 
importance than opulence, and an incrcascJ in nnmbcis 
jneans in gcncial an increase in military power— actuid 
or potential. Erpially obvious is the incivasc in man's 
power over nature. Ivven simple combination of labour 
lias its advantages, ns has been aflmimbly shown by Mr. 
Oomme.* Still greater are the advantages of complex 
cooperation, as we .sec in our own days in the rapid 
development of new countries in wliich the progress of 
centuries is forced into a few decades. The growth of 
population is necessary to the improvement of the means 
of communication and of trade ; trade brings capital, and 

» C/. Veblrn’s Thcnry nf ih^ T.H9»rtd CiasM. 

^Vmnoe Cummnnitif, see Cb. IV., gn "The Origin of Teir.oce 
Cultivation." 
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v.apiCal aiul lutul j^ivu for a lime uji iiieroasi.i^r n‘lun., 

aticl tlius tljo iiioivasc of moans au Inoreaso of 

woaUli |»oi* uiiil. 

Again, (lie aclnal inoroasc of mimlHMH kIjows lliut 
neither positive nor pievoiKivc olierhs are couiKoractiiiff 
the iKUunil growth. A nainr.il iiioivase of poimlution 
Ihut is kept ilowa by positive chocks points lo a state 
of luisory. Such was tlic state of Knglaud dunim- the 
fourteen til ami fifteenth eentnries. War, pestilence* and 
faimiiei laid low the people. Tlie Hlack Deatli was only 
one example of a plague that was constantly recurring, 
just as Agincourt was one battle in an age when tliei^ 
was no peace. In the judgment of impartial historians, 
indeed, Agincourt was as disastrous to Kngland as Ban- 
nockburn Wiis to Scotland. In the niodi.xval period, in 
addition to the plague from the Bast — the same in cliar- 
acter as that now scourging Bombay — thei'O was the 
typhoidal plague of the country, due to LmuI drainage, 
rotten and insufficient food, dirty clothes, and filtliy and 
crowded hovels; every town Iiad its lazar-house for lepers, 
and yet they overfiowed with bell and box in tlie higli- 
waya; smallpox was fiist chronicled in 13Gd, and, need- 
less to state, came to stay; the sweating sickness which 
swept away tlnrty thousand Londoners followed on the 
victory of Henry of Bichniond, and consumption is the 
most probable translation of the morbus An//livanu^ of 
the chronicles. The average death-rate of young children 
was equal to that which now obtains only in the ^s’o^st 
slums. The stress of life woi*e down tlie vigour of those 
who escaped the fatality of recognised diseases. ‘^We 
must bear in mind the fact that in Che fourteenth century 
men were deemed old 'at an age which we should now 
esteem as almost young. Chaucer’s pupil, Iloccleve, de- 
scribes himself as worn out with old age and ready to 


* On fatomes find food, see l>ciiton*a ffttiflund in I>y/feenth Crntury, 
pp. 0^, 3, 05 ti. But compare C^unaiogbauj'a EnffUgk JnduHrtf and Com- 
merce, Vol. 1., p. 380. 
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(Ho Jit tlio Jij^o of IU*ly-th)X‘e ; iiml sill Hint lie ran look 
foi Nvanl Id Is insilvinj^ a Uaiislati«»M i»f Jt Uvntise on learn- 
ing l(' <Uo. 

' of am I fifty w inO'r aii*l 1 |im*«* : 

of fsi'*! ii|miii tiu* ' 

'I'lio if Tioi ilioonly lirevcJiUvo, clicck tliatwas 

ill foiTO (lurin'; tliis period was religious celibacy, fourteen 
being llie u>ual ago for juarrlage in the urLstncrsicy, both 
r.C boys aiul girls. Uul licit lie v early uian*iage« nor the 
immorality of religious por.snns kcpl llio jjopiilation from 
(leelining. ami willi the ilccUnc of popnlalion tlievc was 
general dcesiy. •* ThrcnigUcmC I'Jiglaiul ibc progress of 
society In material wcalllu wlneli was so marked a feature 
of the reign of Kdwaril 1.. liad not merely been arivsted ; 
civilisation aiul relineinent bad gone back, and Knglaud 
at tlic aceession of Henry VII. was far bebiiul the 
England of the lliirtocnih century.'*'** 

The retrogression in Scotland was more pronounced and 
more prolonged. “Scotland in 12Hd/* says Cosmo innes,' 
••was more civilised and more pi'os porous than at an}' oUilm* 
period of lier existence down to the year in wliicli she 
ceased to Iw a separate kingdom, in 1707.** 

Next to iinprovcmciits in the physical condition of 
the people — which form, for example, such striking marks 
of progr(*ss in the Victorian ci"i — wc may notice the 
improvements in motals and manners. The treatment of 
these topics by Porler in his classical work on the J^rot/rcas 
of the yafion and tliat hy Atac'anlay in his immortal chap- 
ter on England in lb85. show tliat it is not necessary to 
apply any very metaphysical tests. The mvlion may have 
made more progress, perhaps, incjisnrcd hy tlxo standard of 
Benlham than hy the standai'd of Kjint; hut the direction 
and the magnitude of the progress effected in morals and 
manners cannot l)e disputed. To nxako reference again to 

^ .HkuJit*,; C'hfttffr, Vol. I., p. IS. 

• IValon. |,. 120. 

’ Eat fy .Sco(U»h Ifigtorify )►. l.»S. 
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Ilic liftoeiUh centiny, wo are iold dial llio slsuulara of 
morality oouhl not well liave boon lower.* A ml yet 1 am 
inolinoil io a^rec with Dr. (‘uniihijr|,um that the social in- 
ti ucnoe of Puritanism in the seveiiteeiidi century ^ was most 
mischievous, and that it caused a deliberate acceptance 
of a lower tone of public duty, as for exumiOe iji degrad- 
ing tlie condition of labour, in the I'ockless treatment of 
jiative luces, and in the development of the worst forms of 
sla>'ev3*. 

TliO progress in morals and manners in the roign of Vic- 
toria is shown l>y the diinimition in ignorance, drunkenness, 
pauperism, vice, and crime, b}* the liigher standaul of the 
tlieatrc and the press, and b)* the substitution of healthy 
for degrading amusements. At the same time tlie quan- 
tity* of immorality and dcgi-adation, thougli proiiortionately 
less, is absolutely great; and, with all our economies and 
substitutions, human life and feeling arc of all the prod- 
ucts of civilisation still the most recklessly wasted. 

§ C. Progrtu in Productive Pcwcr9. The progress In 
the productive powei'S of a nation may be considered from 
a purely objective standpoint, and from this point of view 
there can be no question of its reality. V' he I her or not, 
through the course of ages, nations Jmvc increased in hap- 
piness per unit of population, or have approached nearer 
to any other standard of morality, may be a matter for 
argument: but there can be no doubt tliat the coui^se of 
history shows an enormous, and, on the wliolc, a continu- 
ous, increase in man's i>ower over nature. Tlic Roman 
roads, straight over the lulls, and their bridges over great 
i-ivers, were in their day marvels of construction ; but they 
cannot be I'ankcd with the railways that are tunnelled 
through mountains and carried over the great arms of the 
sea; and the Roman jjosts were, compared with our own, 
as snails to lightning. Transport and communication by 
land and water, the bases of industrial organisation, dui'- 

* Denton, p. 110. 

^ Growth i»f Entjliah XtulHUr^ und Commerce, Vol. II., p. 107. 







in" llio jivosfnt century liavo iwohiUoiusod tlio world, 
ami wo list VO til road v roasod lo wonder at jiowers wliicli 
foi'inor inri*s could not even imagine as altribntus oC tUuir 
doilies. 'I’lio oxlraoiive iinliisinos — iniiihii^, flslinrics, even 
a^rloidlnro - sliow r\U'aiM<linarv snlvancc's, ami tlie prog- 
ress ill nianMr.ii'hircs, in the widest sense of tlie term, is 


astounding. 'I’lio growlli in mairs power over nature ux- 

lends to tlio 1 ‘ontnd over po.siileiiocs ; as ah*oady observccl. 
tlio same jilagne was bnimnly as fatal ancl as n'ouj rcnt in 
I0uro[io Us at ])rcscntin India, 'riioro is no Mnonoc \vluuli 
lias mil added to ilia kno^^U•dgo and prnvor of niaiikiml. 
.V givi'U anunint of Imnian energy, working witli llic ro<[ui- 
site menial ami niaterial capital, has givalcr aticl greater 
c* nieieney. 

§ 7. /Vo///vx« e/t Progress in exchange is co- 

incident with progress in pi-ochietion, of w hic li, imlecd, it is 
logically a )>art. 'riio greatest improvoineiits of I he nino- 
leonlh eentury have been in lrans|»ort an<l ibu means of 
comnmnication. 'I'lie devedopment of tnulo and connnorco 
is sliowji hy so many indisputable signs lliat the [ir)int 
rcciuires mi elaltoralioii. 'riie stirvival of tbo hltest and 
the law of snlwliintUm again (bid manifold cxennilKica- 
tion. 


It is not, however, only in the present century that the 
principle of exchange has Is'crnne of vital iniporlance in 
economic progress. 'J'he givalest agent in sueh progress 
has been tlie sidisliiution of a money fora natural economy. 
The advantages of coin inula I ion have alrearly been dis- 
cussed, and the evidence iniglit be indefinitely extended.* 
It is pcrha|»s more to tbo purpose at the present time to 
point out sonic of the dangers of the nii fettered develop- 
ment of a money economy. The owner of money is in 
some respects like the owner of slaves. It lias already 


’ C/, tl.e “ tlie ETi'Ii«N|nrr." Suil>b^*;< S^len ChnriPr^ Tie* 

Ijsliaa evUlcaco in Ln,uUfer^nHc /mifa't 

SfiTCS, p«rUaps. tlii' lno^t Rtrikiri:- examples <if tlic of coiumuta- 

tion. See also Cuinimgham's trcMem Vol. U., p. 70 i>q. 
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liocn obsorvcil Uiul jiUuory may W consulvcvil as a stage in 
imlustrial progix'ssv aiul lliat tlio owner of slaves will com- 
jiol them to produoo wlial it. won hi not lie worth his while 
to inxniuoe for himself or llieirs for lliomsclves. And the 
idea is capable of a far wider appl teat ion. Any one wlio 
can dispose of any power over othoi's — • wlietlior in the 
form of supei'stition* custom, or law — may force them to do 
for him what tliey would never do for themselves. This 
is the principal clement of trnlli in M. Loria’s great argu- 
ment. And under a money economy, the power of tlie 
owner of money over the jwi-son with no money is often 
a power o£ life and death. In old times in periods of 
scarcity free men sold their children, tlicir wives, and 
tl le m sel V es into aUso lute si a ve ry — Ih ey ba r te red thei r 
liberty for their lives. Under a money economy people 
barter day by day fragments of liberty for fragments of 
life — it may he they barter fragments of wliat tliey call 
their souls for the support of what tliey feel to bo their 
bodies. And just as in many fundamental characters the 
progress of society consists in the substitution of money 
payments, based on contract for i>aynicnts in kind, based 
on law or custom, so in other matters of vital im]>ortance 
to the State, progress lies in the complete or partial 
abolition of money payments and of fx'cedom of contract, 
and retrogression lies in the extension of a money economy 
and of the license of individuals. 

The idea of material progi'ess must ou any view be 
subordinate to tho ideas of freedom and humanity.^ 
Equality before the law, one great practical principle 
derived from these ideas, rests on the maxim that justice 
cannot be bought and sold. The administration of justice 
no doubt has a real money cost, and it is generally de- 
sirable, even if we descend no nearer to principles than 
the expediency of to put some of the expense 

upon unsuccessful litigants ; and tho expense of counsel 
no doubt also favours tho rich, although with a strong 

» See below, Bk. V.. Ch. U. 
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uubriUablc ]ii<licnluro lliU ^Liiiijor is lc* ** sse»e(l.* I bit ibc 
bloal of just ice is to Iri'ut rich and j)Oor ulilcc. Tlic M'hole 
treatment of tlic *• nuni* ” biijoiiier as he nscil to bo 
oaHccl^ iias in the prostnit ccnlnry been gniiled by the 
priuc'iple that some portions at least of licaltlu morality, 
ami freedom ought not to bo salablu for money. It has 
prcdnibly aUvuvs lioen the theory, and to some extent 
always tin? pvactiee, of ( 'hvislianity that its services 
ought not to ho hoiight ancl sold ; and undoubtedly the 
worst corruption of the (*huv<’li bus lK*gun Uiroiigh the 
corruption through moiiey.^ and the pocnvsC chuivlios, as 
Adam Smith pointed <miI, have ke[it nearest tlic Christian 
ideal. 

The tendonry fd modern times is (o make education a 
free gift, and already in Kngland the work ing-c; I asses can 
obtain e<lncalion more ehea]>ly than re)igi<»ii oi* justice. 

Tlie further development of tliis topic mav he deferred 
to the following liook, on the prlneiples of governmental 
action. Wc shall then see that the progi^ess achieved by 
a money economy is attended by serious drawl nicks. 

S H, 7 Vo, 7 re#* m iHitfriltution. Jn production and ex- 
change, economic progress is in the last resort an economy 
of means for the fuirdnumt of various ends lliat arc sup- 
posed to be given, or taken for granted. IMau re<|uires 
food, clot lung, sliclter, and ornaments in iiicnaising abun- 
dance and variety, ami in the course of progress a eertaiu 
amount of economic effort s;itisfu*s his wants in these 
respects to a greater and gi-catcr degree. 

Progress in llie <listributioii of wealtli, ln>wevor, seems 
only to Iw intcUigihle as progress toward a recognised 
ideal of justice or happiness, and thus to demand an ethical 

* Cf. Parclo. '•iV., II.. p. 57. t»n soniunf tlir aUvaningo^ of llu* vcnalUy 
of justice. 

.Tacob ill In^tuiry into (he PrfnlHrtion of 

the Precious itfrfa/i (is:;i). 

** In ili« foorlfcnlb century it comrUiliuMl tliat all the sacraiMontM murit 
be paid for except ashes, i.e.. penance. Skeat's Chanerr, Vol, Vll., p. IPO. 
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nnd subject I YO Wciuiglii discover, forexau»jiU\ 

progress in the souse i'f grcuior luippinoss coU|)KhI wilb 

retrogress ion in self-i*clianee ;vml freedom — and how is the 

bidauce to bo struck? Kortnnalelv this coulHet belweeji 

% 

moral standaixls is generally moix' fonuhlnblc iu casuistry 
t h a u i u c c ono m i c s . I 're ed oi u a u d sc I f-r espu c t b u 1 k so 1 a rge ly 
in estimates of liappiness, and indeed all the ordinary 
virtues are in general to sueh an extent consciously or 
unconsciously utililariand that, taking Iho nation as a 
whole, prog IX' ss in happiness and progress in freedom and 
virtue are largely the rosxdts of similar conditions. Tliere 
uiv no doubt fundamental diffei-onces and deep-rooted ex- 
ceptions, at certain times of vital importance;* but most 
of the signs of economic progress iu distribution would 
l>c genei*ally accepted by different schools of inoralit}', just 
as the normal signs of health are accepted by different 
schools of medicine. The economic principle of distribu- 
tion may be described as that which insures maxitnum 
efilcicncy iu production at a miiiimniu cost, winch tends 
to proportion reward to effort, wliich secures the fruits 
of the productive agents to their creators and preservers, 
which demands a minimum of the authoritative uontrol 
of /orve niai(*itre and extends the freedom of each witli 
the freedom of all: and tins economic principle of distribu- 
tion may be easily reconciled with any i*ccognised system of 
moral philosophy. If wo take distinctive periods of Lnglish 
economic history, — and I take Kn gland on account of the 
continuity and variety of its experience, — we find this 
economic principle becoming of greater and greater influ- 
ence. The Roman occupation of Rritairi was, as regards 
production and exchange, au advance in civilisation, but 
the Roman methods of distributing wealth wove the destruc- 
tion of their empii'e. The masters worked their slaves to 
death, and the officials taxed the masters to death ; there 
we have the great cause of the fall of Roman j>ou'er. In 
the Saxon period we have an improvement, but the powers 
» C/. SjUgwick'B Meih</<u of Ethics. * Sec 15k. V.. Cli- I. 
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nf privilege nuci antlinvity arc si ill altoijctlicr in tlic as- 
iH'udaiit over tlio t*cojic»ni<* priiioiplo. The Saxoji Lantl 
(’liarleis are l>> us aiur>riy;st tl»c inosl amusin" ilociimeuls 
«>f IiinIcu v. Nrjuly every *cio uarrales that lln^ kin^ grants 
>>o uuirli laud to some (liiiriliinau f>r cliureliwoiuau in 
i'<)nsi<Ieval ion of s(» umrl> prayer for liis soul, aucl only 
iujcasionally we flinl ihe uion; inalerial consitleratioii j)ro 
tjt/s The lainls are granted witli all tlie 

<aisl«imary rigfils over the pimple living (»n tlioin, and with 
or witliout ox uin I it ions of servlees and dues to tlio hing or 
other superior. Ihit llio point is that the whole scheme of 
dislriimtion frcnii tlic shave of the king to the sliare of the 
thcnn* is i>crvaded by juivilcge and anthoril}*. Tlic sphere 
of eon tract is as limited as the rights of hibonr. From 
(lie Norman C<mqiiest to the end of the incdhcval period 
with l)ie lUleenlli ccntniy* the economic principle of dis- 
tribntion makes great progress. — it destroys tl jo privileges 
of the king, tlie nohiliiy. ajid tin* Church : it do.stroys even 
I lie power of the huid-ownor over liLs serfs. The destruc- 
tlon d<ics not amount to unnihdalionv but it marks tlio 
advent of a new system. Tlie rights of llie land-owners 
to rents and of the Clnirfdi to tithes arc still defended, 
hut iiiaiidy tin the grounds of security and prescription. 
The powers of guilds :in<l coiq>r»ralions are restricted or 
abolished. Monojxdies and similar mctliods of private 
taxation are made unlawful and unconstitutional. 

1 he metliod of distrilmlion Ijy privilege and aiitliority 
in the present day survives in inheritance in combinations 
and in forms of cu.stom and public ci|union, but it survives 
on suffei'ancc only. Tbe working-man who jiays for a 
seat in clmi-cli and the gentleman who tips Ills host’s 
servants do so of wliat is called their free will —but the 
compulsion is generally custom and the authority of 
opinion. In our own time.s in tlie last fifty years the 
acceptance of tlic economic principle as an ideal has be- 
come even more remarkable than its adoiition as a practi- 
cal rule of politics. “ To each the product of his own 
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lubour,'* is KoUl \\\> us I ho iiloal l»y Hiom' win* uonlcss 
their iiiulnlity to ^lolonuino liow the portion c»f eiu* li is to 
be sopurutenl aiul ;is>i^iioJ.' Ami once lliis principle be- 
comes as elYeetivo us the iihlor principles of birtli or the- 
ology which it I ms ilUplaeeih we may look U*v a furtlier 
vast contraction of privilege. Qnif(<t vnoi nr oven' is a 
good maxim for those in possession, bat <loes not appeal 


to revolutionaries. Account must be taken also of the 
rush aud Uurvv of modern life. In all ages we (ind refcJ- 
eucos to the shortness of life and the certainty of death. 
But in general it Is only in time.s of pestilence or other 
great disasters that this idea has become predominant over 
the ordinary sentiments of niomlity and religion. In our 
day, however, we incline to live as if suri*ounded by plague 


and tire, and we cannot afford to wait — we think lliat to 
lose time is to lose life; like Christian in one thing, we 
take up out burdens and run. Under such an emotional 
atmosphere every one is stimulated to discover short cuts 
to fortune, and every one is anxious that Jio one shall 
have more than his fair shai'e. And, however difficult it 
may be to effect an ideal distribution on the principle oi 
each according to his (lesci*t8 or his needs, it is very easy 
to discover particular cases in which the minority a2>peivr 
to the majority to have far more than they deserve or 
need, or than is requu'ed by any idea of security of proj)* 
erty and pei^son. 

Security is only one of the conditions of industrial prog- 
ress, and security has proved to be compatible witli very 
different systems of distribution. To i-evolutionarics in a 
hurry this is the first and the last lesson of history. 

§ 9. Summary of Characttri9tic9 of Kconomic Protjrcsa. 
Wo may now summarise the genci*al characteristics of a 


» Cf. Tkt nujht 10 the JVhole Produce of Lahonr oi Anton Wonder 
(translation 1890), with the excellent inlroduciion of Professor Fox* 
^vell. The iUcal was recoguiseU before the Peasant Itevolt (l-Oei). 

** Eeb man sliall live hy Ills tmv.'iyl. 

Weo bent doth shall have most 
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in*o;vressivo society fmm itie eco»<miio staiulpoiiit. Wo 
may |)lju’e, lirst, ait imaeasc in population, tl»o ^oowtli in 
iiumliois l>eing assoriaietl witli an improve men I in <]uality 
iiicUoatcd Ijy various si^ns, c.//., as ivjrards lioaltli, morals, 
;vml maimors, cost of viinralioii and earning capacity, rise 
in tlio general siamlanl of life ami standard of comfort; 
and negatively as rogar<ls the diminution of pauperism, 
crime, and tlie lessened need of tlic anlhoritativo control 
<d governments. 

We have, secondly. ;m incrn?ase in material ami immate- 
rial wunllli — ^ llic inerciise in Its figgwgaU? money value 
(measured hy a uniform or adjusted slamlanl) Ixnng n.sso- 
eialcd with iniprovomenls in qtialily and variety. 

1 liirdly, we lind improvements in I lie mi*ans of produo- 
lion, including ilie pmeesses of exchange, involving a dimi- 
nution in real cost, and an increase in productive power as 
slioNvn by economies of time, energy, and <lisutiUty. 

Fourthly, as reganis the distribution «»f wealth, we find, 
as regards llic whole society, an increase of general 1 nippi- 
ness ami well-being, and as n^gards the constituent imll- 
vidnals, an increase ot pciscmal freedom, whilst reward 
is more proportioneil t<» the emcicncy cd labour, and less 
wealth is accorded iu privilege or cvtmcli'tl hy public or 
private taxation. 

It is plain that economic pmgress Iwingso complex, wo 
may find progress in some <lircctions assocuated with retro- 
gression in others, and the l>alancc may lie indeterminate, or 
iiredncible to the wime common measniv. If, liowevcr, W'o 
compare tlie last <inarlcr of ilie nineteenth century witli 
any corresponding |>enod of progress, it will, I tliinlc, 
ap}>ear tlmt tlie mo<lcrn industrial system involves for the 
nation, as a whole, far higher ami more complex nuiral and 
intellectual <'aj)acities ami aclivitios: and lli.at tlie mental 
and moral factoi-s of prcnUiction aro now more than ever 
of greater moment than physical conditions. 

And it seems that in tlie coming century economic prog- 
ress will more than ever l>e governed by intellectual and 
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moral forces. The pliysical sciences ai'C increasing man s 
power over nature and extemUiig his knowloUgc of natural 
laws at an astonishing i*ato ; aiul at an astonishing rate 
also mim’s insight into moral laws is advancing, — witness 
the progress of the sciences of coinpai-ative religions ’ and 
of compamtive moralities. 

> C/. rUnl, op. (ft.. |». 10.'*. Sec aUo J. G. Kmzcv'» tiulihu Tfout/h 
{’id edition), l*i‘efacv anil Cli. I. 
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§ 1. 7Vfl//#VJ<x n'iih iit fervntf (o Moneif untl itR Fton thm, 
’Die 4lcnniliou :nul fuiirliniis <\i tmmey liave been (Uk* 
fussotl ill an b<K>k.* We luivi'seon ibut ill iiuxleni 

civiliKed sm'icties, an exatrl i)(*liiiiti<iii of llui s(an<lar<l moas- 
live of value is hiicl ilowii by llie law of the count 1 * 1 % just, 
as in tlie case of oihev lucosui’cs, aiul tliab uUbongli sini- 
)»Ucity is not essential lo exactness, it is lui^flily con vou lout* 
Svicli cxacluoHs is requivetl for the iiileriu-i'talion of iuoue- 
tary eontracits. 

Slniilarly as rej^anls the <leliintiou <if money as a inediuiu 
of exchange* iiarticniar govern inenls clefine 1;y law what 
is to ccmslitute legal tender* so that the inonctary obliga- 
tions may Iw fnlblled. hi gcncml also they jirovide a cer- 
tain portion of this legal tender* but in geiiciul a portion 
only. As regards standard metallic money, in llic nonual 
case the ipiantity issued de|ieiids on (lie (quantity of the 
metal brouglit to the mints by private }»ci‘sons. Tlius if 
there arc no laws against melting or exportation, and no 
seignionige* tlic amount of such money in circulation is 
regulated automatically. 

lu general, governments have found it expedient lo sup- 
jdement the standard metallic money by other forms of 
legal tender, over the issues of wliicb they oxercUe more 
control (e.g.y token coins and iKink-notes), and also to al- 
low the legal extinction of monetary debts by payments 
of “representative** money. Economic progi'css largely 
depends upon or is associated with the development of the 

» Vol. II., Bk. HI., Ch. XI-, JK 95. 
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two primary functions of metallic money, mimely, eoi taiuty 
in tlie deiiiiitlon of (bo moiietarv slanclarcl a ml certain tv in 

to 4 


the medium of exchange (hat conforms thereto. 

The interpretation also of the hist<»ry of juices,^ wliicli 
is always a f a mla mental i)ai*t of ccojioiniu hIsUny, requires 
in the different |)cnods an examination of tlio nature of 
the standard and tlie condition of tlio medium of exchange. 

From the Norman (’onqnest down\vai*d we have very 
full anti accurate I’ecoixls of the principal changes in ihe 
metallic money of Kngland, both as a standard and as a 
medium. In both respects ihei'e have been vast changes, 
fiometirnes gitidual and protracted, sometimes sudden and 
violent, sometimes foroed U|)on, some(imc5 initiated by, 
government. 

In English monetaiy Instoiy, wc have examples of asijiglc 
standard and curiency of silver, of various forms of rated 
and unrated bi-metallism, and of a single standard of gold 
with silver as subsidiary. Wc have important examples 
also of depi'eciation and debasement of the currency and 
of recoin ages ; of convertible jiaper, of inconvertible, and of 
the resumption of si)ccie j>aynicnts. It is not too mucli 
to say that thero is scarcely any pj-esciit monclary problem 
which cannot bo illusti*atcd from past EngUsli experience, 
whilst the history of English industry and comiuci’cc re- 
quires a continuous reference to monetary condiliojis 
which can only be adequately undei^stood by llio aid of 
highly developed economic theories. 'Die great historian 
of Englisli prices, — Thor old llogci's, — a.s w'ill be shown 
presently, falls into the most serious erj'Oi‘8 in hia inter- 
pi'etation, owing, to his neglect of the guiding h 3 q>o theses 
of theory. 

I propose in the following sections to trace the princi- 
pal changes in the English standard and in the medium 
of exchange. It will be found necessaiy, in consequence 
of the interaction of these functions, to blend tlie two in- 


quiries, which logically might be better separated. Dus 


I Sco next chapter. 
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cxainiiijxlion of I lie- unalomy of tlio Jnooclary s 3 'stem is u 
tieoo.ssaiy prclinuiiarv lo any iMterjuxjtatioii <‘f movenients 

ill prill 

in llio value of llio stumlanl or llic piiroliasing 
power of money are lH*st consiilerctl sc|KnaU’ly in tlic fonu 
<»f movcmenls in general pvives.- 

§ 2. Sthu r < 00 / tfn* Sifrrr Tliesc 

are two portions of llio existing Knglish monetary system 
that can he traced to lime inunenioriah or at any rate to 
tlic time of the Nonnan Coiu|uesl, iVr*/*, the “ancient 
right slanclai'cl*’ of silver^ c\co(»l (hiring llie brief Tudor 
dehaseiuent (Ix^gun lo-IO and recti lied by Klixabeth in l^bO)» 
was never disturl)cd and still survives, viz,: tl ounces, 2 
pennyweights of line silver to 18 pennyweights of alloy.** 
St'voHifft/, from the Conepicst the nnmetary pound, con- 
side rml as the standard measure* has always been equiva- 
lent to 20 shillings, and the Hhilling to 12 pennies, wliicli 
pro[iorticm still survives. In this case, liowovcr, the iden- 
tity is only of words and arilliinetioal proportion, the 
meanings have undergone complete transformation. To 
trace tlm transformalioji of the silver pound into the 
golden sovereign as tlic standard measure is one of tim 
most interesting and iristrncUve inquiries in monetary 
history, and it brings out most clearly tlie influence of the 
actual currency upon the standard, and of the power of 
circumstances over the “ mere *’ * will of kings. 

In order to hiiiig out as clearly as possible the chief 

' Svo ImOow. CliK. HI. aimMV. 

• Sec next 

^Tlioro ^ iWbnwnient ol silver umlcr Kilwara III. (IW.'. - 

l.'>44;. Vox llic >aki; ol cmiii»irUr>ii ji iM.iy here l>c observed by nmieijKi* 
tkm tliat tbeiv U 110 sucU iviii.irkrtbir coiiiinuity in the <|Urtlity ol tlie gold 
cr,jn«. Tlic gold iM'imk*.. nf Henry III. were of p«n' gold. From Kdward 
HI- (nUJI) to Ilviuy VHI. (loa(»), the ruiene^s of guhl wiia SJJ carats 
grains line to A grain ol alloy ; from 1527 to KiOO it varied bet worn tins 
limit ami 20 carals, and was finally fixed at 22 fiiio l<* 2 of alloy in 1034. 
Thus for the fixed liiieiie^^s ol gold we h.avc only three centnries — which is, 
lunYOvcr. reiii.irkahk*, in co)n|iarisoii w ith olbec changes. C/. below, $ 5. 

* Tlic inoaciary term lor arbiiiary. 
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stages ill tlic devclopmeiit. I xliall deal oiilv \ritli tlie i.riti- 
cipal coins and moneys of account.' 

To liegin ivitli — from lOUO to 1300 — tlie pound ireigl.t 
(. lower) of silver wa.s coined into 240 pennies, and witli tlie 
e.vceptioii of some foreign coins tlie silver penny was tlie 
only coin in use; round silver farthings and ’halfpence 
were seldom coined till 1300. Twelve pennies were called 
ashilliiig(solidus); and the shilling was a convenient money 
of account; but tlie fii-st coinage of actual shillings was in 
1504 (IStli Henry’ \ II.), by wliicli time the penny had 
fallen in weight from 221 grains* to 12 grains. 

The principal stages iii the fall of the weight of llie sil- 
vei penny (which is atiU cotnable aiul occa:iionally coined 
for royal ceremonies) are follows 


Willisim 1. ... 

. . . urn . 

0*1 1 
mm ^ 

gr.iiiiA 

2btli Kdward 1. . . 

. . . 1300 . 

22 

1 1 

I8lli Kdwavd III. . 

. . . 1311 . 

. . 201 

u 

20th Edward III. . 

. . . 1310 . 

. . 20 

ik 

2oth Kdward III. . 

. . . 13.71 . 

. . 13 

le 

I3tU Henry IV. . . 

. . . 1412 . 

. . 1.7 

U 

Ilh Kdward IV. 

. . . noi . 

. . 12 

M 

18lli Henry VIII. . 

1 .*27 

- . loi 

** 

34th Henry VHI. . 

. . . 1jI3 . 

. - 10 


0th Kdwanl VI. 

... 1 .772 

. . 8 

** 

43d Klizabeth . . . 

. . . tool 

71 

i. 

cOtli George lU. 

. . . \>iU> . 

. . 7| 

* » 


The principal changes in the Hcigniomge of silver (or 
tho amount charged by tJic mint for coiJiage) arc llio 
following: From 1280 to 1404 the average was alwnt Is. 
ill the i)Ound ; it then rose to 4#. O*/., fell in 1470 lo 2#., in 
1482 to Is. 6d., and in 1500 to 1*., at which it remained 
until the great debasement of 1543. From 1552 to ICOO 
the seigniorage varied fixnn 1#. lc> and was then 

* C/. Ilawkjns (cdlUon 1887), aiul Kenyou (odllion 1K84;, fi)r U«‘ .Vf/rvr 
ned (foM Coins of ICuglaiid respeclively. 

‘riie Tower pound of MOO grains divkit'tl hy 240. 

® Tins table is taken from Hawkins's 6Vfr<r Coint of A'ni/fow/ C**^^0* 
P. 7. 
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abandruiGiU till in IKlfJ silver co«tsu<l I'l Ik* tlie slancl.an!, 
atul silver coins becninr tokens. 

'riins, cxce(»t during llie ten years of delmement, tUe 
seigniorage Wiis not very lieuvy, and w.as tolerably uniform; 
b\it tlic al)oUtiou of tbo seigniorage on silver and on gold 
in 1000 led to important consequences, wljicli will be 
considered after dealing with the gold t oinage. 

The other silver coins issued at various periods (c.//., 
groats) may ho regarded as convenient amalgamations 
of pennies, and the uses and abuses of various tokens^ may 
be I'cnioved from ibc main path of in<|uiry. 

§3. TUc Qot^l Vi'nttfi Knrlft Fonnn of 
It is inipovtant to notice (bat from the earliest times down 
to 1816 (wlicu the pmeticc was abolished by law) foj* 
cigu coins were frequently made current iti Knghuul at 
certain speeilled values l)y royal proclamation. Tiio iU' 
flucnco of foreign upon Knglisli coijiage was greatly 
increased by this practice, and must always be borne in 
nnnd. From tbc end of the ninth century to tbe tnidtlle 
of tlie thirteentb^ tbei'c was no national gold coinage, 
either in Kngland or in any of the neighbouring countries, 
(told bcr.ants, struck in liysantitiim and some Arabic coins 
in Sicily were used as bullion and occasionally penetrated 
to this country. Tlicy had, liowever, no legal currency 
and no othcial rating. 

In the middle of the thirteenth century, \v)iich even 
the numismatist'* is forced to call “an age of ixjvolution 
and of new ideas all over the world/' a native gold coin- 
age was almost sinuiUancously ailoptcd b}' the Kuropcau 
nations. The* fn-st gold florin was issued by tlie Ucpublic 
of Florence in 1*252 < 

In 1257 Henry III. issued gold pennies, and made a 

1 Cy. Bk. II., CU. XIII.. § X 

2 Kenyon, UM Coin* of (edition 1^*84 >, p. 14. 

* Kenycni. 

* For Ihc early history of gnid coins in Kuropc generally, sec W. A. 
Show's Jlvstorif o/tht Currency. 
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procUmaiLoii that the}' shouhl be cuiToiit within the realm 
of Enghuul in all transactions of buying and selling at 
the rate of twenty pennies or sterlings (<*.<*., silver pennies) 
for every gold penny. The an»ount of gold contained in 
one of tliese pennies that survives* is 45 gitiins, that is 
about two-fifths of the fine gold of the present sovereign 
(113 grains), and the value gives a ratio of gold to silver of 
loss than 10:1. It U interesting to notice tliat in less tlian 
tlirce months the king had to issue another jjvoclamalion 
that no one should be obliged to take them, and that any 
one who did miglit obtain the value at which they had 
been made current at the kijig’s Exchange, deducting onlj* 
a halfpenny in silver for caoh gold piece. In 1205 their 
value was raised by xnt>clamation to twenty-four i)ence. 

No further attempts at gold coinage were made till 
1343. In that year it was agreed that, to encourage trade, 
one kind of gold money should be made botli in England 
and in Flanders. The coin chosen was called the fiorin, 
and was declaimed equal in value to C«.^; it was soon dis- 
covered that the new coins were valued too higli, and they 
were consequently generally refused ; accordingly, by a 
proclamation of the next year, they were to be taken only 
with the consent of tlie receiver, and sliortly after they 
were to be considered simply ns bullion. Tims we have a 
startling example of the rapid transition of rated into 
u n rated bi-mc t al 1 i am — a bi-metall ism, i n ore o ve r, i j i its 
origin international. 

In the next year (1344), however, was issued llic cele- 
brated noble; in weight 13S-|'^ grains, and contaijiing a 
fifth more fine gold than tlie modern sovereign.® The 
value proclaimed was 6«. 8d., whiclj, at 20 J grains to tlje sil- 
ver penny, gives a ratio of about 11:1. The principal 
object was again to facilitate foraign trade, and no other 
gold or silver except those nobles could be exported. 

In 1346 the weight of both gold and silver money was 

> Kcoyon, p. 16 ami frontUplccc. 
p. 17. * 1*. IS. 
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(Uininislicd, hut in sjiilc of iWis dinuniition it was foutnl 
tlmt t)io Knglisli coins were so mncli Iwtler than tlioso of 
oUicr nuti(njs lliat liiey wore cxj>orted ami base incjney 
brcujj^lit iut<* tl»c realm, ami aceonlin<;ly llic wciglit of 
h<>{\\ p‘lcl ami silver ooins was still fnrtlier cHminislie<l. 

Ollu'V signilicaut facts in the cvidi'nce arc : In 1381 the 
‘“inlrinsuj" value of i he gold coiiis was higher than the nomi- 
nal, ami as a ron:>oi|uenee gold coins of this date arc very 
iai*e ; in 1411, Umause of the great scarcity of money in 
the realm, the weight of all the coins was reduced, the no- 
ble fallitig to lOK grains; in 1421 gold coins are less scarce 
than silver, so iliat silver money could not be obtained in 
excliaugc for a noble even of fidl weight ; in 14G4 the 
weight of the silver coins wjw reiincod, and the weight of 
the gold coins remaining the same they werc raised in 
nominal value (r.//., the nohlc fmm SfK to 8x. 4if.) ; in 
1465 the weight of the nohle was luiscil to 120 grains, and 
its nominal value to 10*. This new nohlc was oniciallv 
called tlie rose noble — the white rose, the Vorkist badge, 
being prominent in llie ornamentation ; but popularly it 
became known as the real or royal, u name borrowed from 
a French coin with the figni'c of a king in his rohes. Tlie 
iiiflucnce of the French name is noteworthy, as it was ina])* 
projiviatc to the Knglixh coin. 

§ 4. The roiited. It is remarkable how 

many different events com1>inc to mark the cud of the 
mediicval period. One of these is the coinage of tlie sov- 
ereign by Henry VIl. in 1489. This sovereign was double 
the weight of the royal (240 grains — that is, about double 
the weight of our prcseut sovereign ), and its most sigjiiH- 
cant omamont was the double rcso, imUcatiiig the union of 
\ ork and Lancaster. TIxe nominal value Of the sovereign 
was 20«. and it may be recalled that for the lixst time silver 
shillings were coined in 1504. In 1522 ami 1525 — it must 
be presumed in consequence of the deficiency of English 
coinage — several fresh foreign coins, both of gold and 
silver, were proclaimed current in England at certain de- 
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claved values, aiul it Wiis made ^>cnal to refuse Uieiu,^ 
Notwithstanding, it appears that l he 1 x 3 was a searcit)' of 
gold coins, and in 152(> Wolsey was coimnatulcd to niake 
such alterations in the king’s gold money as might reduce 
it to an equality with that of foreign countries. Accord- 
higly the sovereign was raised in nominal value to 22#., and 
a little later to 22#. Gil., the old weight and fineness being 
still preserved. 

§5. Crown*' Gohh In this year also gold ci^owns 
and half-crowns wci*e struck of the French standard of 
gold fineness, \iz.. 22 fine to 2 of alloy — the first instance 
of a gold coin of less than the old English standard fine- 
ness. This new crown ” gold eventually became the 
standard of fineness. In 1543 the fineness of the sovereign 
M'as somewluvt debased, in 1544 still further, and in 1545 ^ 
the lowest point ever reached in Fiiglaad for gold was at- 
tained, viz., 20 caixvU fine to 4 of alloy. 

In 1548 the standaixl of ''ciown” gold was reverted to, 
and in Mary's i*eign the old English stiuulard was resumed. 

Elizabeth, however, by her first proclamation reintro- 
duced a baser gold curi’cncy and issued sovei^eigns of 
“crown” gold of 20«. value. Gold coins <hiring this 
reign wei*e, however, also issued of the old standard. 
This curious combination of gold coins of different stand- 
ards continued with various oscillations until 1634, since 
which time “crown” gold has been the only standard 
used. 

§ 0. The Unite and the Guinea. In 1604 James I. 
issued coins called unites of 20#. value, in commemora- 
tion of the Unions of England and Scotland, but neither 
name nor coin displaced the old sovereign. 

In 1G63 new gold money was issued of 20#. {Mid other 
multiples and sub-multiples tljercof). The new 20# . piece 
was called the guinea (as mucli of the gold was supposed 
to come from that quarter), and was marked witli a small 
elephant — later an elephant and castle. 

> For deuil#, mo Kenyon, p. 00 . * IbiiL. p. 
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In IGOl iUct vjiliic of aU tlic oKl cnriTnt gold coiijs laul 
l>ccn mistul by jn'ocla unit ion, and thus tbe mcmv gninea was 
jn;nl(5 ligbtei* iri weigh l. These old coins, howcvcf, re- 
mained in cii'culation at various values. 

In 1<)70 (lie guinea was further reduced In weiglit to 
1-^2 A gi'vins* and all sul>se<p]enl guineas were of this 
wciglit and of Ihe ‘M-rown" golil standanl. The eftVni, 
however, to keep the principal gold coin of the realm of 
the valne of 20x. in silver was clnomod to failure, if for 
no other reason, (hrougli the groat depreciation of the 
actual silver coinage. 

In IGm the silver coins in ciividation hail hecomo so 
clippoil an<l worn lliat the guinea, nominally worth 20«., 
was usually given and rceeiveil for .30x. 

§ T. lievii^n* of Sfx Crnturirg. lie fore considering^ (he 
effeets of the great rccoinagc of it will be useful 

to give very brielly (he prijicipal I'osults of this survey 
of six centuries of Knglish cx|>orienee ( lOCG- ICOh). 

(1) Doling (he wliole period llie real standard inotal 
was silver, and with the exception of a very brief inter- 
val the ancient (ineness was undisturbed. 

(*2) 1 lie quantity of standard metal whicli constituted 
the .standard measure of values was the pound; and, to 
Iwgin with, 240 silver pennicH weighed exactly one pound, 
and silver iKmincs (somctiinc.s broken into lialvcs and quar- 
ters for cliange), coimtituted the whole native coinage. 

(Jl) As wealtii and ti*adc inci'eascd, foreign gold coins 
l>ecamo current, and eventually the national silver was sup- 
plemented l)y national gohl coinage. 

(4) Throughout the wliolc period after the effective in- 
troduction of gold coins, such coins were used as equiva- 
lent to varying amounts of silver. The usual course was 
for the king to proclaim the nominal silver value of new 
issues of ^Id, and to adjust the value of the old coins 
that remained in circulation. lJut in England, as in everv 
other country of Europe, tlic legal i-atio was constantly 
diverging from the market ratio, and from the ratio pre- 
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vjuUn^ in other countries. As a consequence, the dearer 
metal the lunlcrvalued inctul in the coinage) wiis con- 
stantly melted down and exported. Thus hi-metallisin by 
proc lama ti oil was constantly bicaking down. Gold coins 
were always in use, but tlie tendency was for rated bi-metal- 
lism to liocomc unrated, and tben. owing to tlie inconven- 
ience of this system, or want of system, to be again officially 
rated — and then to break down again into uni*ated. 

(o) The difficulty in fixing the ratio was increased by 
the pi-ogressive fall in the weight of the silver coins down 
to 1(301. Tlicixj was no idea of fixing a ratio as such, 
between gold and silver as metals, but the value of gold 
coins was expi*esscd in terms of silver coins so many 
silver pennies, or aggregates of such pennies — actual or 
ideal shillings). The name pound was retained, but 
a pound of silver actually made three times as many pen- 
nies wlicu the silver penny obtaine<l its fixed weight 
(7.] grains in ICOl) as it did in the earlv mediieval period 
(22» grains, lOiiO-lSOO). 

(6) Four causes may be assigned for this progressive 
fall in weight of the silver coinage during the mcdicEval 
period : — 

(^O Tlie natural (and fitiudulcnt) wear and tear of 
the coins gradually i‘educcd the actual currency below 
the nominal weight, and from time to time the government 
recognised the </« facto depreciation, and on a new coinage 
altered tlic meaning of the standard (».c., the iiuinl>er of 
pennies to be made from a |>ound of silver), wlnlst retain- 
ing the old names ancl proportions — the pound, shilling, 
snd pennj*. 

(^0 The effect of this natural depreciation w.as iticreasetl 
by the use of inferior foreign coins, which were allowed to 
lie current and were often overvalued. As a consequence 
the better national coins were melted or ex|x>rtcd. 

(^) The national gold coin was also occasionally over- 
valued with the same result. 

(d) In the mediaeval i)criod there was an increasing 
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scarcity of ilic precious molnU as the ohl mines were 
**xbauste<l, and Uicre was also an increasing tlemuncl for 
them, and c*niiimnuiv(rly a small use of c)*cdit sul)stilu(t*s. 
No govern mi'ut could alTord to iiiidcrlake llie expcTise of 
a i*ecojna‘;i* at (lie c»ld standard of woiglit, and tlic only 
practical way lf> meet tlio scarcity of money was to recog* 
niso llic clepreuiaticun 

Kxcept in tin* slmrt 'J'uilor dcliascmcnt it cannot l>e 
alleged tliat tlic king dcpreciatinl llie coinage for his own 
gain.* 'Dio preservation of llie ancient staiulanl of fine- 
ness and tlie eomjwvraiively low and slea 
also snjjport tins view. 

It Is a curious c<uucidchco that tlic great debasement 
sliotild have taken phurc just Iwforc the mines of Polosi 
were to give almucluiit supplies of new silver* and that tlje 
penny should have Ikh'ii (ixed at its lowest weight us staml* 
urd money after llicse supplies liad become available. Tlie 


dy seigniorage 


<»ffcct on prices will he examined in tlie next clia[der. 

I he alK)litio]t of the seigiiiornge on l>oth gold and 
silver in lOdG — the institution of free an<l gmlniU)us 
< oinage of both metaU — iiioi'oased llie foix*e and ru[»i<lity 
of llie action of 1 2 reshams Law. 


i he slightest mistake on the part of government in pro* 
claiming the value of the gold coins — llie addition, for ex* 
amiilc, of a few pence to the nominal value of the sovereign 
— \vas sufficient to cause an im^iort of gohl and export of 
full value silver, Thus the actual silver curi'eucy became 
rapidly dci>rccialod, and again the value of gold in that 
currency was gradually jiUed higher. 

The evils of the fluctuating and depreciated currency 
soon became so intolerable that a rcc oinage of silver and 
revaluation of gold became necessary.^ 


‘ Sec .lino “The iH'bascineia umler Ivlwnr-l li;.. h'ronoinic J.^uruaf, 
June, IS1I7, in lSi>. 

The eftcetH arc vxamineil in the following fteclloii- Tlie Uble given 
by Kenyon ta useful an showing the progressive dcprerialion «»f the silver 
penny (ati4 iu$ multiples) relatively to gold (Kenyon, p. ^ll). A com- 
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§ 8. Trom the I^ecointif/e of lOOG to the Gold Sta>uJnrd 
ot 2S10. Ill IODd the guinea, noniiiially worth 20v., was 
usually given and received for 30s. , and since estimates 
show that the silver coins contained on an avci-age only 
half their proper quantity of silver, the price would have 
been higher still but for the limited quantity of these sil- 
ver coins. ^ 

To anticipate a little, the amount of foreign gold coins 
current was also veiy large. This is shown by the fact 
that the edict of 1700, proclaiming that the French louis 
d*or and the Spanish pistole should not go for moi'o than 
17«., brought to the mint (accoiding to the report of Sir 
Isaac Kewton) the enormous mass of X 1,400,000 for re- 
coinage. 

The specific measures introduced by Parliament to re- 
store the silver coinage, tf.y., the fixing of dates after which 
the coins would not be accepted at their nominal values, 
and generally the remedies resorted to, have been described 
as vividly as the disordei's of the depi'cciation once for all 
by Macaulay. Suffice it to note as a measure of the griev- 
ance that the cast to the nation of tlio remedy was nearly 
X8, 000, 000 — an enormous Huiu for the time. As the sil- 
ver coinage was i-estored, the rating of llie guinea grad- 
ually fell, and by an Act of 1090 a |>cnalty was imposed on 
all who paid or received guineas at a liiglier rata than 
22b. By 1698 the current price fell to 1^1 s. 6cf., at which 
rate the guineas were received in goverinucnt offices. 

A report of Newton in 1701 states that tlie louis eVor or 
pistole, owing to a change in the intio in Fi*ancc, w<mld no 
longer be equal to 17a., and he calculated that the guinea 
was overvalued at 21«. Gd., the current lute.* As a natuial 
consequence the gold coinage again began to displace the 

psriaon willi the table of ratios of gold to ailvcr shows how much w.i* due 
to the fall Jn the weigjit of the penny, and how much to the relative de- 
preciation of the jncUl. Sec Table in Iloriou*** Sihrr r*nind, p. US, for 
^ amounta of gold and silver coined. 

> Horton, p. 73, date. 100&>1000. 


* Iforton'a Table, p. OS. 
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iK'wly coined silver.' Iti 1717 Newton rGj>nrtc<l tliat irr 
silver Inillicni ihc guinea was worth only 20«. Hr7„ and Par- 
lininent went so fat {•> meet him as to fix tlic value at 21s. 
'rhis dilTereiiec in favmir of the gold coin was probably 
clnetly due to the iiidnoncc of the gold interest (L^.y the 
mom\vc'd classes), and |Kivlly inuhaps to the attmetiveness 
of a I'oniid unint)cr to those }M»t interested. Hut slight as 
thr dilYcrenee seemed, when it wa.s taken in conjunction 
w'iih (»[»en and gratuiloiis mintage for l>otli gold and silver, 
it suiVneil lii make gold (he (ir[nci|>jd currency. The 
whole of the new full-weight silver coins had disappeared 
in a few years. 

hy 1774 the golcl eoinugc itself luwl by progressive 
deterioration Is'c'cme so depreciated that a reccMriage was 
necessary: and in 177>) all gold c(dns weighing less than 
128 grains to the guinea wcitJ made no longer cur- 
rcni . 

Jn 17'‘T. there l>eing a groat dearlli of silver money ,3 a 
new gold coin 4if (ho thinl of a guinea was issued. 

In 1813 WiXfi the last coinage of guineas, and halt ajid 
thin I guineas. In IKlil gold was made (ho sole measure 
of value an<l unlimited legal tender, and the silver coinage 
was detinitely diminished in weight and became an avowed 
token witli limited tender. 

In iHl" a now coinage of sovereigns was issued at 
1*23.274-17 geains (with half sovereigns in proportion ) of 
the staudaid of crown gold, and this marks flic final 
victory in England of gold over silver, and the (inal di.s- 
placement of the silver pound.® 

‘ Xoic of llmimi. p. IIS; iKe fiill*wciglil silver UUappcArcd anti the 
caect. of the rccoiiiage wns IorI. 

® Irnin I SOI to 18lo practically no silver w.is coined at the mint, niid 
the Bank of Knsland w.ia auiboriswl to issue ‘•tokens'* <d the nominnl 
v.ilues of Is. CiL. as., and a»..~the last be in^ a Spanish dollar with the 
impress clisiis<sl. 

* In 1774 iW firet step w.^s taken toward maUintf si leer loken money. 
Legal ivmler w.is limited to iwenty-five pound**, all debts above that 
ftuiouni being payable ici silver by weigh I only at its coni mere la I value. 
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§ 0. Snri'i’^ of Jit'nults of J6f)€^2S26. In tlic 

light of the evklenco of which (hristlinjj with figuies as it 
seems) only the most significant facts have l>ecu u<id\icinh 
there can he no question that the hi-inetallisin of tliis pe- 
riod \\as productive of serious evils. 'I'he costly je coinage 
of ICOG was wasted in a few years ; the overrating of gold 
made the full- weight silver disiippear, and silver became so 
scarce tliat gold had to bo issued in relatively small pieces. 
Any convenience thei*c might be in being allowed to use 
gold for larger ) payments was more than neutralised by the 
deficiency of silver for ordinary puriwses. 

An enthusiastic bi-metalllst,' in writing a UchronU of 
what might have been, could no doubt point out that all 
that was required was a constant or frequent readjustment 
of the rating of gold. Ihit this is asking too mucli of any 
king’s exchanger. It was to the economic interest of tlie 
taxpayers and of the great moneyed intci-ests to have their 
guineas rated highly, and to the interest of all concerned 
in the bullion trade to send their gold to the lx*st market. 
Fixing the value of gold by proclamation and by tlie cus- 
tom of public offices no doubt tended to fix the rate in oilier 
transactions, and to somewhat raise the market price of 
gold in England. 

Tlic country suffered from a delicieiicy of currency in 


spite of the two metals. 

Tl)e adoption of the gold standard by Kiigland was 
forced on It by circumstances. The particular time (1810) 
and manner of adoption (the curious weight of tlic sov- 
ereign) were no doubt the outcome of a series of “ for- 
tuitous” circumstances. But the survey <»f monetary 
history from the firet iutroducliou of gold seems to show 
that the adoption was the natural result of the develop- 


ment of trade and commerce. 

It must now bo generally admitted that national, as dis- 


* K.ff., Dana Itortoii. The term •• uehronic was corned by it 

nouviar on the analogy of Ctopia. It i« a liislfiry of the " might* 
boacis** of Ideals. 
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liiicl from iiili*ni;uionul. iM-nK'luUism rxircmoly uiistalile, 
aiul tins vii'w is rtmlinniMl hyilio Kn^^lish oviclcncc. 

NmI only iltK's llu* nlVic'ijil nitin" constantly clifToi' from 
<or fail to follow i|nirkly cinmj^li > tlio marUot rating:. 1 nit 
tin* ('nstoniaiy rate of <'X 4 tlnin;»t! of jjohl and silver coitis 
dilTors fnnn tlu‘ ollirial rate, 'riins ilierc is llic constantly 
rcc'uiTinj( (lan*;er cif iilieriiativi* di'|ilclifOi of one ur otlicr 
of tliC rnmmcies. 

Kveii if (lie system <'f ^»arall<‘l stain Ian Is is olVicially 
adojilccl, ainl {{olil coins aixj supposed only to pas :5 as 
bnUion, still, as a matter of fa<*t. tliey may as coins obtain 
a lii^lier pric’c. In any i*ase tlic ineonvenienee of paiallel 
siainlants is so ^veat that it is impracticable, and one olb'’ 
eial rate sueeeeils another as rapidly aiul nueortainly as 
nuxlem weather forecasts. 


Aeeovdiiij;ly. if any nation (not sujj[Mirlod by an inter* 
national convenlion of ilie kind re<cntly proposed) tvislies 
to Use botb cold and silver for <'oina^c. it has two alterna* 
lives, and praeticidly tw»» only:^ 

First, it may )>rotecl its coins from the nieltinc pot by a 
heavy .seicaiomc^*. or by limiting the <piantity i.ssned^iii 
the one Case giving them a scarcity value, in the otlier an 
arlilieial value. 


but, as the lii.storiral survey shows, even in its origin 
the principal use of gold was to facilitate inteniatioiial 
|>aymcnts. and the other main use was to facilitate laige 
payments within the country. The artificial valuation o£ 
gold coins would have hindered both these uses. 

Secondly, the other alternative is to make one metal into 
tok e ns f o r CO n V e ni u n cc , wl i i eh i n vol v e s, as al rent ly e x p 1 a i m; d, 
the limitation of mintage, and the limitation of legal tender. 

Such a subsidiary coinage is of cour.se contined^ to the 
country concerned, and is never melted or exported. 

Now it is quite clear that if only one metal is to l>e 
unlimited tender, 11101*0 are very stixmg natural veasou.s — 
abundantly illusti-atcd by the English history cited — for 
1 If it is not, tUe I^tiu Union sliows lUe difticuUics involved. 



VROOlUISS ANI> MON’EV. 


45 


making that metal goUl. A token coinage of gold, »V., 
legal tender only for sin all anion iiU a ml ineapahle of ex- 
port, would ho in contradiction with the principal uses of 
gold, namely, for international |»ayinents and for the larger 
domestic payments. The alleged gi*eiiter stability of sil- 
ver in value (nr., as i*egards gc nei*al prices) is still too 
obscure to guide governments. Thus — failing a wide 
international agreement strong enough to secure a fixed 
ratio— the natund result in the light of historical devel- 
opment is the adoption of the gold standard with silver as 
subsidiary, and notes and other i-epresentative forms of 
“ money ” as supplementary. The final adoption of tlie 
gold standaid by the Western world has been hastened by 
two recent events : Fii'st, the great inci*ease in the supplies 
of gold has lessened the danger of an appreciation and 
of a pressure on hank reserves ; and secondly, the dislo- 
cation of the Indian silver currency from its metallic value 
has lessened the infiucuce of a depreciation of silver in 
causing an appreciation of gold. 

In any case, as often pointed out, the governments of 
the world are much more moved by such obvious incon- 
venience as the expense of recoinage, than by any fear of 
a further general fall in prices. 

The subject of progi-ess in relation to geneml prices de- 
mands, however, a separate chapter. 

It may be observed, in conclusion, that the failure of 
the fine arts to show the same continuous advance as ma- 
terial production — often a notable exception in general 
progress — is well illusti-ated in the history of the Lnglish 
coinage. The material progress of the Victorian cm is un- 
paralleled in history, but the Victorian coins are altogethei 
inferior in design to most of the celebrated English coin.s. 


Non: OM MKm.KVAi. CL'MfcKXcr- — ‘‘The English Cuircncy under Iv|l- 

ward L,” by C. G. Crump and A. llughca (RcQHomic Journal, Marc •. 
ISOfi), and “Th© iH-baseincnt ot Uic CoJiingc luicler Edward III.. 

A. Ilugheft, C. G. Crump, and C. Johnwm {EeonMnic Journal . -futu* 
1S97), are taI liable monograph* on tnedirev.il money, ami usefully siip- 


pleuient ibe standsrU works relied on in the text. 



(•iiArri.u jn. 

AM» liKNKUAI* 

j5 1. Thr Hitt or tf of Prit’fH in JCif'/Inml, 'I’lianlcH to Ibo 
labourK oi 'rhorohl Ito^urs * \v<! Iiuvo u1>an<lant innUTia)s 
Utv tlio luKlory of jiricoK in Kni'laiul from to ami 

from olljrr soiirrcH (e.tf.s tUu works of Amlorson ami 
Marplierson, Ariliiir Yoiuijj* 'rouke, siikI Nowmarcli) tlic 
ruconls van be (Miiitinmal with increasing; fnlness ami 
accuracy <lown toourown times. Tlio great work of lingers 
inustHtill be eonsbleretl for tlie most |>ai't hh coal at tl^e 
Jilt's monlli, rc4|uiring mneli acUlitional labour to convert 
it into light and power. It is jKn'liaps to be regi'cttcd 
that lingers did not e<inllne bis energies to tlic collection, 
vovision, and olncidalion <if bis prices. A eai*eful study 
of tlie material.s eolluctod with sneU mighty labour and 
jicrsevenuice shows that his connnuntarles fall far short 
of llic value of the text. Many of bis detailed inferences 
and comments are indeed most striking, suggestive, and 
jilctuvcsque, and lie has done as mucli as any writer to 
restore the material realities of mediaeval life. Even in 
detail, however, he is often jiaiiifnlly inaccurate and even 
inconsistent.* 

' Itogers ilicil in 1887, sliorlly after llic pubUralloiJ of VoIr. V. :.imI VI. 
of tli« JIutoryo/ A^ricuUurf and 2*riccs. Vols- VII. amt VIH. were to 
carry on the work \o I71W, wlieii llic work^of Tookv ami NcwmaiX'li begin. 

* VoU I., p. 177, he states that by lUe retail of Henry VIIl, the pcimy 
issued from tbo mint sinks to little more than 6e^'cn graimi (instead of 
lOJ), and the context shows th.itthe error is not a misprint, but lUft bas^U 
of a serious argument ; in Vol. I V., p. 64, he sl.-Ucs that the average price 
of the tod o£ wool in the 140 years of the first two volumes was 4s. 3 id,, and 
was advanced to double the price in 1547, and to nearly five limes hi 1.77.'>. 
And bis comment runs, “ We uced not, therefore, be surprised at find* 

40 
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lt\ hia nuHO gonenil conclusions is si 111 more 

open to criticism.^ lie \vus unfDrtuiiatol)’ linsty, narrow 
unU biassed in liis jadgiiten(« and lie was so much iin- 
pressed by the originality and coinprebonslveness of his 
own task that lie neglected as of no account tlie valuable 
work of othei'S. The most cmjons point about his gen- 
eral conclusions is that they arc often in i*eality drawn 
from the a priori tlieories of tlic economists whom lie 
rated so vehemently — their theories being taken nimpfi- 
ciUr and not secundum (juid ; he is, fur example, far more 
abstract and hypothetical ^ tinu I Ricardo in dealing with 
the principles of money and prices.^ 

There can, however, be no two opinions as to llie value 
of the raw materials of the evidence in his six centuries 
of prices, and as to tlic stn[)endous labour involved, not 
only in the discovery and transcription of documents, but 
in striking the averages and noting the oscillations in 
years, tens of years, and centuries. 

In the preface to this great work Rogers ohserves that 
the laws wliich govern prices will be seen more clearly in 
these mediicval records than they could l>c in u modern 
price current. 

ing (hat the teiopiatl r>h to aheep farming fvaa abnmt irrcaifitible, .iiiU Oj.it 
statute after statute failed toarreat tlie tendency.*' Ifnt In the aaiiic Vol. 
IV., p. 328, he wiiiM that the avcra;<e go«l ICngliRli wuul up to the de- 
basement was $jr. 7d. the tod (urhich ie the nctu.il aviauxe of iiia fii'Kt two 
volumes, c/. I., pp. 30C, .107); whilst that of NCO-lCi^O is Kin-n jis (is. 
as a^lnst 8s. 0<f. for 1200-1400 ; and in the viu pier of averages. V<il. IV., 
Ch. XXV,, in which the prices of 140l-l&40are compared with 154l-lo82, 
the rise in tJie price of wool Is put at 2.81 in the later iteviod. 1 cite thvso 
examples in no captious spirit, but as indicating the great nied tlicre is 
for taking Rogers's statenienls with caution. The whole work is much 
in need of a thorough Teutonic revision and stipplcmeiit. 

• Sec below, p. 60- * See below, p. 6.*;. 

• The corresponding work by Vicomte l>*Avcncl on KrcticJi Trices from 
1200 to 1800 is introduced by two excellent chapleie on the Value of Silver 
and on Changes in the Standard and Currency. The wliolc work should 
be compared with that of Rogers, Jlistoirt ^ronomigwc dc la Proprivfe, 
det Salaires dts Itenriet^ €t tU tout Ut Priz en pencref depuis Van JSoO 

Tan JSOOt par Vieomle D'AvcHct. 4 vola. I’arU (1804-1808). 
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H ibo \it\Vfi ih.ii ^ovrni prices arc iu>t so simple as 
Holders then* is no donlit tlia^ tlio records 

atVonl al»niid:iiit mulcrial fen* iIk* vcrKicatioii of abstract 
theories, and Uic» discovery imd illiisl ration ol* disturbing 
c aiiscs. 

'I hc pitpiiliir idea that the ninetoeiitli <*cntur}% 

or :il any niti* llimngliont the media* val period, prices 
were di'linilely lixe<l by law and eiistonu Ands no snjiport 
ill the vcdniiiiiicms rn(ri<*s of lingers; in all kincls of 
vmnlilde i’ninmoditi<‘s (inebulin^' labour) wa And varia- 
tinns in tin* prices rnnn nnaith Up month ajul year to year 
» variations also in periisls of lens of years atnl periods 
of linndreds. 

W(* (iinl also great ebungos in tlin general level of prices; 
aiul alllim.gh tlie adjnslm<*Ml.< to a (*liangc may be made 
iiuc^[nally in time and place, “in the long rnn ** they 
arrive; and the U*ngth of run rc<|u[recl (if that tedious 
and mu<‘li abnsed expression may be s<i varied) can hardly 
ejccecd six centuries, <'vcn when tlie tendencies encounter 
most obstruct imi ; and if imu'c evidence is rccjuircd in 
addition to tlie six centuries ut Uogers, there are all the 
materials of the eiglitcenlli and nineteenth. It would 
appear, Hum. that if the laws of prices, whether general 
nr relative, are not discovor<Mh it will not be for lack of 
evidence. 

§2, 7 h*’ f fif Otpirful Pp'ictt ni 

Piu‘if>iU. In the previous chapter it has l>ccn shown that 
altlinugh, from the Compicst downward, prices have been 
expressed in terms of pounds, shillings, and pence {L. s. d., 
lihi'if^^oUdnHy the pound being the unit and the 

shilling and |K?niiy detinite Kub-mnltiples, the meaning of 
the pound has changed. A pound means at different 
periods different weights of fine silver, and finally it 
comes to mean about a quarter of an ounce of fine gold 
with a little alloy. 

We also And at various epochs that the actual weight 
of a certain quantity of currency not only differs widely 
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from the legal weight, but that sometimes tlie difference 
is, ami sometimes is not, recognised practically; and the 
clepreoiatioii in the weight of the curi'oncv may or may 
not be associated with a corresijondiag depreciation in its 
value. 

So long, lm\ve\'ev, as tlic silver standard was even Jiomi- 
nally pi-eserved, — so long as gold was rated in terms of 
silver, — it miglit be thought that all tliat is necessary 
to convert the measure of values of one 2 )enod into timt 
of another U to calculate the number of grains of fine 
silver in each parcel of twenty shillings (or two hundred 
and forty pennies) issued from the mint. This is, in 
effect, the method adopted in calculating the par of ex- 
change between different countries with the same metallic 
standard but different coinages, the relative values of the 
respective standard coins being compared in terms of the 
fmc metal which tliey contain. 

And if the primary object be simxjly to discover the 
variations in the value of silver (as a metal), jio doubt 
such a comparison is a necessary preiiminar}', and is 
rightly taken account of by Adam Smith in his treatment 
of this i)roblem. 

In 1260, for cxamjdc, wlicn tlie tables of Ilogcrs begin, 
the silver penny weighed 22| gi'ains ; by 1540, before the 
deba.sement, it liad by progressive reductions fallen to lOJ 
grains. As a consequence, at the later date an actual 
pound of silver would make more than twice as many 
pennies as at the former, and so far it would command 
more than twice as much of any 2 >articular commodity 
(e.//., wheat) having the same in*lco in terms of pence — 
and wo may say that the value of silver relatively to 
commodities in general, if general prices had remained 
the same, would have more than doubled. 

It is, however, doubtful whether this sim^dc method of 
comparison between distant times is not dangerously 
liable rather to suggest serious fallacies than to aid in 
solving difficult problems. We are certainly not entitled 

VOl. III. — & 





‘>0 


In assume llial lli«* l«’Vi'l of jirlcTS will \vnt\ to 

mnvi* **xarily in n s|»niiM* lo iIk* t in tliu Mci^lit (►f 

ili(* tiiu* silvto’ in llu* i oins* or lliat, if |>rii.’V.s <lo 

iml so risi* on jnH‘i^ivssivi* nnliniioiis, silver has hucoino 
snarri* c'XjulIv iu that )ii*o|»ori Inn. AJicl yet this is the 
.IrJortlou niJMle h\ lingers, and to I lie* eoiis<'i j nciiccs 

4'f snidi a I'nrioii'^ jni*e'>lahliNlnMl liurnmny lie snji|M)svs 
that thronjihont tin* inedia'va) |»eriod I lie jn iees refer to 

]»<'nnv widohts of standard : tliiit is to say, 

it his nieanin^ is taUiOi strirtly. if a ijiiarter of \vhoat was 
s<»M iji IJiio fm* and in I^UO for at the sccoikI 

date the seller would have rceeivid more than twice as 
mauv aehial |»euiiies as at the lornier — aUhon^di the 
noiiiinal |»riee was ihe same. 

As n*;.Mid.s the |iroore.ssivi' dlminnlicm of the weight of 
the silver jienny llc*gevs writes: **If we suppi'sc that tlic 
change was understood ami effective, it is tUflicult to tni* 
ilcvstaiid why all I'oinuiodities should not have risen in 
monev value to the whoh* id the amount, tin less we accept 
not only the liyjMithesis of Achini Smith, that the relative 
value of silver (to eoinimslities ) was <Miiistantly increasing 
during the tifteenih and earlier part of the sixteenth cen- 
tury. hut that the iner<*aM; eorrespondeil with chronologi- 
cal precision to the several changes which were made Ijj 
the indentures of the mini. * ^ 

.Vnd iu aiioilier place lu* argiu's: Since prices of arti- 
cles ill general do not rise uilh these alterations in tlic 
weight of the currcnc}’. wc an; left to conclude either that 
silver was nearly three limes as searc’e us it was at iho 
beginning of the fourteenth century, or that payments are 
made as they are expressed iu pouncls and penny /er e/7/ 

It would m»teonform to the pt’oporlions of this woik to 
examine the curious hy|K>lhcsis (hat. up to Klizabelh, pay- 
ments wore made according lo ihe weight of the old stand- 
ard of the pennyweight when that standard had been 

* ft tut iVir/x, Vcil. IV., p. IS". 

* Vol. 1.. p. 177. 
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legally altered several times* nor indeed is such an exami- 
nation recoiled.* 

It is, however* well worth while to consider carefully 
the main assumption of Rogers; namely, that the prices 
of commodities should at once and exactly conform to 
changes in the weight of tlie currency — rising, as 
in the case supposed, with eveiy fall in weight. This 
assumption is really drawn from the most simple abstract 
form of the quantity theory of money — a form of the 
theory that only holds good under h3'i>othetical conditions,® 
which are always largely modi lied in practice. 

Rogers, however, takes no suflicieut account of these 
disturbing causes; and he does not even seem to realise 
the fundamental position that the t'eductiou in the weight 
of the coins could only tirise prices if thereby the quantity 
of money was increased ; and* furtlier* that the rise would 
only then be in exact proportion if “ other things ” re- 
mained the same. But in the mcdueval period other 
things did not remain the same. The pi*ogressive diminu- 
tion in the weight of the English {>enny would so far, no 
doubt, increase the supply of silver available for coinage; 
but some of this extra supply might have been taken for 
use in the arts, and we know that t)ie use of plate and 
ornaments largely increased ; and some might have been 
exported, as the continuous legislation against exportation 
showed was the case ; and even supposing that every old 
penny was coined into two new ones, the effects of the 
increase in supply upon general prices might Ijavc been 

* The Rtudent mny supplement ilic treat me ikt by Cunning1i.*iiii iu Vol. 
I., p. 320, by reference to tbe following evidence froin Hiiding; Vo). I., 
p. 407, tut OHiio 1330 Uo allows it declared illegal to cbootc out and 
weigh the old and heavy coine, acid Vol. 11., pp. 170, 171, 407, 404, he 
describes the use of tlie little instninicnts issucil by the jniiit to lost tiio 
weight of porticulAr coins, whilst Itogcr^, to suit this extravagant assiirniK 
tion, argues tliat these mint balances were issued, not to weigli small pieces 
of silver, but ** aggregate ** amounts, whatever that may ueau. (See 
also Economic Journal^ June, 1S07* p. iSCsf.) 

> Cf. Book UI., Ch. XIV. 
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more tlian ncutialisccl by ibc jjivatost ro volution of the 
meibu'val period, namely, ibe subslilutioii of a money for 
a natural economy. If Ibe English nnmarchs, whom 
Rogers suspects <if tainjiering with the currency for tlieir 
o\v!i iinmecliaic gains, hail ri gully kept to the penny of 
2-\ "rains (as ihev did to the old riLflit standard of fine- 
ness), they woidd have prevented, hy tl»e stringcjicy of 
money thus eroaleil, a large j«u t of tliis most salutary 
ci'iniuuUUion. Chnieral pi'iees might have maintained tlieir 
stability, but (hey wouhl liave done so liy a diminution in 
the amotuit of monetary trausaclioius and the pei'sistcuce 
of payments in kind.^ 

It is obvious ibat when we arc comparing cljanges in 
relative prices, ihc j>articular [trices of each particular 
[)cri(>d are best com pa ml with one anotlier in the first 
place. Tlius, for example, we may olwcrvc the move- 
ments in money wages and in the price of wheat, and cal- 
culate directly the changes (so far) in real wages without 
calculating tlie grains of silver in the coinage of the time, 
eitlier when newly issued from the mint or as reduced by 
till? wear and tear of (*irculatioii.^ 

§•'1. Further Iff Tidoi' I/vlaucinent. The 
stability of mcdi;rval prices — that is to say, from 1200 
to 1640, reckoned in X. $. d. (f/Am, solid k ft ^ dot a tins') and 
not in grains of fine silver — coincklently witli the reduc- 
tion in the \veiglitof tlio coinage as issued — is in marked 
contrast witli the groat rise in prices which took place 
after tlie debasement of Ifeniy VI If. and Edward VI. 
(1643-1562). The tables^ compiled by Rogers for all 

' In the v.iUtab1<» l.ibW<nns(ruciC(l by Newmarch (which, however, re- 
quire to be corrccieU for EtiKlaiHl by the later work of I to '•era) giving the 
history of the prices of wheal in Fr.iiicc and England from 1401 to I860, 
the prices arc rciluced to ibcir EntjlisU coinagr >*aluos of the present time, 
through the measure of line silver. In the p«ri<Hi, however, from 1401 to 
lOliO, only the ancient actual prices are rccordvtl. and it Is pointed out 
that the conversion of ancient money prices into modern money prices Is 
attended with several disadvantages. 

« See below, Cb. IV. 


• Voh IV., Ch- XXV., p. 734. 
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the principal commodities* in which he compares the aver- 
age prices from 1401 to 1640 with these a\'erages ivom 
1541 to 1682 are very remarkable. In every commodity 
but one* namel}** glass (in which there is a slight fall 
in the proportion of 1 to .93}* there is in the last 42 
years* compared with the previous 140* a notable* though 
variable, rise in price. The diffej*ences in the ratio of 
the rise in various cases must be accounted for by vari- 
ous causes affecting relative prices** but the extent and 
degree of the genei'al rise can only he explained on the 
assumption of some general and wide-reaching disturbing 
influence. 

Rogers, however, again shows that in dealing with the 
materials collected and arranged with such admirable 
historical energy* he was sadly in need of the guiding 
hypotheses of the theorists whom he so unsparingly con- 
demns. 

He assumes that issues of base money must be instantly 
and irremediably mischievous* the mischief consisting in 
the fact that wages do not rise in proportion to the rise 
in the price of iaboui*ers* necessaries. And he goes so 
far as to state that the effect of these sixteen years (say 
rather nine) of base money in England can be tmeed in 
the history of labour aiid wages from that period to llie 
present time.^ 

In the first place, however* as had ah*eady been observed 
by Cliffe Leslie in his valuable study on the distribution 
and value of the precious metals in the sixteenth and 
nineteenth centuries*^ prices in England bcfoi'e 1660 would 
rise in proportion to the increase of base money and not 
in proportion to its baseness. In fact, base money, in ac- 
cordance with Ricardo’s well-known ojgument, will only 
raise prices if the quantity of money is thereby increased. 
But, as Cliffe Leslie points out, there was a hole in the 
English purse* and the ancient fine coin of the realm ma 
out into the foreigner’s hands as fast as the new base 

> Bee next chapter. « Vol. IV., p. 730. • iTwayr, p. 206. 
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money was poured in. Moreover, wars with France and 
Scotland drew iniu-h money out of England. Thus, so 
far as llie quantity of money wixs concorrjed, the increase 
was certainly not in pro(>oi*tion to the degree of the de- 
bascniout, and to ascrilw (he general rise to that cause only 
is a case ()f post hot' fiyo pr^ypt^r hot:. 

Ami secondly, IN)gei*s gives no satisfactory reasons why 
the (lelKaseniciit slionUl affect the various classes of com- 
modities so unequally. Taking the older ))rices as the 
unit of comparison (1 401-1540), the prices of 1541-1 55:2 
rise in the following [n' 0 [M)i*ticnis ; oxen, calves, latnhs, 
3.40: oilicr live stock ( excluiling swans and rabbits ), 2.44; 
different kinds of corn, 2.40; other farm pi*oduce (cheese, 
butler, hay, straw, wool, honey, candles, salt), 2.58, — or 
taking the gcner.al average of these groups, the rise is 
2.71. On the other liantl, taking (he prices of eleven kinds 
of labour— eight artisans and tlirec luisbandmen — tlie ^ 
rise is only l.bO. No 1*008011 is suggested why the debase- 
ment shonhl affect the cominoiUties nanie(l more than 
labour, Passing to other products, the average rise in 
eight kinds of fish is 1.62; in six kinds of fuel (fagots, 
clmicoal, rntjwood, etc.) 1.7 1 ; in Innlding materials (lime, 
laths, tiles, bricks, slates, nails, etc.) 1.71. 

Taking the gcneml coverage of Inlrour, fish, fuel, and 
Iniilding materials, we have 1.64; ami Uogers concludes 
that this conformity of the rise in those products to that 
of lalx>ur is due to the fact th.at they owe most of their 
value to the lal>our s^>ent on them. 

In metals the rise is 1.88, "an excess, as might have 
been expected, over those articles whicli depend for their 
value on labour only, but considerably less than tliat wit- 
nessed in provisions.'’ Linen rises 2.08; clothing 2.12; 
paper 1.50; Western fo^gn produce 2.03 and Indian 
1 . 88 . 

1 he aigument of Rogers resolves itself into two propo- 
sitions : first, the debasement affects money wages less 
in proportion to other things ; and secondly, other things 



PROGRESS AXD CENEUAL VltlCES. 


OO 


rise in price iiivei-scly to the quantities of labour (or the 
paymenU in wages) wliich they involve. For the first 
proposition no reason is given, and a survey of tlie tables 
shows that the second is unfounded. Jn the first table 
oxen, calves, and lambs rise com|)ared witli capons, geese, 
liens, ducks in the proportion 3.46 to 2.9 — hut surely 
llio labour bill for tlie former is greater than for tlie 
latter. Again, why should all kinds of grain rise 2.40, 
the rise in agricultural labour being 1.7o, whilst the 
rue ill fuel derived from the sui-face of the land is only 
l.Tl ? Do fagots and firewood require more labour tlian 
wheat and Ixirley ? And finally, why do the metals rise 
80 little more than labour, when other produce of the kind 
is so much enhanced ? 

The debasement may have had some effect in tlie early 
part of the general rise in the sixteentli century, ljut it 
does not account for the whole rise any more tliaii it 
accounts for the unequal distribution. 

And to ascril«5 to this debasement tlic degi-adation of 
English laixmr for three centuries is tJieoretically absurd, 
and finds no confirmation in Itogei's's own evidences. Tlie 
restoration of the coinage by Kli^aliclh, by bringing new 
silver to the minis and old coins from hoaids and fjotn 
abroad, increased effectively the quantity of money and 
so far luised prices, and any surviving influence from tlie 
debasement was altogether overjjowererl. 

§ 4. Further lllmtratioHa : (he /(v •utimt'ff uf IdffO. 
riie state of the currency which led to the gn'oat recoin- 
age of 1096 and the effects of that I'ccoinage are also 
most instructive. By the middle of the seventeen lli cen- 
tury, says Hogcis, summarising the i‘CsnUs of his evidence, 
general prices attained that level which, except in so far 
as they are affected hy the seasons and by improvements 
in production and conveyance, they retained down to the 
beginning of the last quarter of the eighteenth century. 
Taking the period, 1683-1702, during the first sixty ^’ears 
prices creep up steadily during every decade ; in the 



second sixty it is true the rise continues, but it is com- 
paratively slight. 

Passing over the many topics of iiitci'ost connected with 
these two general move men Is in prices, I wisli to call at- 
tention only to the dcj»rcciation of the currency. As 

already shown, the silver coinage ha<l come to contain 

before the rocoinage — less tlian half its nominal value 
of fine .silver. Hut the enrions thing is that this great 
depreciation is not reflected in general prices. And a 
careful coinjjarison of the average prices of lCOG-1702 
with the average of the ycais immediately preceding, or 
with those of the wliolo period, shows tliat the recoinage 
— winch lowered the value of the guinea in a few months 
from to less than 22s. — also had no apprecialfle effect 
on general prices.* 

On the rpiantity theory of money in its extended form, 
this faihu-c of general price.s to respond to the deprecia- 
tion and appreciation of the silver c<iinago need cause no 
surprise. Hut to those who always look for aHiiii]»lc con- 
nection between the actual coinage and prices tliis want 
of corre.spondencc is inexplicable. 

§ 5. Other Cn it fief afTrefott/ Gent-rnl 7Vors. It is evi- 
dent from the foregoing inquiry that in explaining the 
movemenU of general prices over long periods, clianges in 
the standard weight of the coinage and changes in the 
weight of the actual currency are only two of llie elements 
to be considered, and often not the most important. Tlie 
reduction in the weight of the medircval penny no doubt 
assisted in preserving the stability of prices, but it was still 
more beneficial in aiding the development of a money econ- 
omy. The reduction in the weight of the actual currency 
before 1G9G had practically no effect on general prices, but 

I For Uie a IX year* (1090-1702). ihe average price of wheat rines above 
the average of the whole period about 7 per coot ; iron rises C per cent j 
candles 4 per cent; lead falls 0 per cent ; in labour scnerallv there Is a 
rise. (Rogers, op. c*f., Vol. V., pp. 069, C70.) Sec also Tooke's jn^tory 
0 / Prices, Vol. I., pp. 20. 34. ^ 
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^vas productive of such great incoiiveuiencc tliat a vestoia* 
tion at great expense was felt to be necessary. 

We xua)' now notice briefly the influence of other impoi- 
taut elements as seen in the progress of Knglish prices. 
The effects of the great silver discovenes of the sixteenth 
century (supplemented later new gold) have been so 
often treated that further examination seems unnecessary.* 
Wc could have no better illusti-ation of the fact that an 
increase in the quantity of stancl.ard money so far raises 
general prices. 

The increased efficiency of standard money* as shown by 
the ability of a given quantity of such money to effect an 
increasing amount of monetary transactions, is one of the 
most characteristic signs of economic pt'ogi'ess. It is asso- 
ciated with the growth of credit in all its forms, and tlio 
latest developments raveal the mast sensitive organisation, 
and are only j)Ossible with a corresi>onding development of 
mercantile law and commercial morality on the one side, 
and on the other great improvements in the material 
means, the organisation* and the rapidity of connnunica* 
tion. 

In si)ite, however, of this enormous inci'casc in its effi- 
ciency, the quantity of standard money is always an cle- 
ment of the fliet importance. The whole ciedit system as 
hitherto developed rests on a metallic basis, and any serious 
drain on banking reserves by crippling advances would 
lower general prices. 

It may be noted further that an inci'cnse in the reserves 
of banks after a certain point lias no such corresponding 
effect in raising prices. It is plain that if, for cxam]de, 
the gold in the Bank of Kn gland wera doubled, that would 
not admit of all the credit transactions in England being 
doubled, or, indeed, of being increased beyond a small per- 
centage. 

The economics in the use of gold have been carried to 

> Cf. Uie able aurvey of L. I.. Trice, .Voney ««<? JlrlatloH to 
PriUB CISCO) . Cli. III. 
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sncli a point thnt any sei-ioiis pressure at once causes a se- 
rious contraction of cre<lit ; but in normal times banks can- 
not sive a pi-oportionatc extension to credit generallj-, 
simply because llieir metallic reserves increase. Thus tlie 
rcsuiAe of tin! Hank of Knglaiul oscillates between amounts 
that are (langeroiisly small ami n.seic.ssly large. 

Tlie iinmeiiHc additions to the gold supplies of the world 
ill recent years have liad no a|iprecial>lc effect in raising 
prices, whilst the discoveries of IS.IO were marked by simi- 
lar effects (tliongh less in degree) to those of 164.5. 

The extension of foreign trade and the incieasing inter- 
ilopciulencc of international markets has rendered the gen- 
eral level of prices in any one country more and more 
depemleiit on causes acting throughout the commercial 
world. Lveii in the nindiieval period prices were partially 
affected by international inlluences, and tlie movements of 
the precious metals were of great importance and watched 
with anxiety by governments and mei-cbant.s. 

One fruitful cause of disturbance was found in the 
course of llio foreign cxebanges. and even in the earliest 
tunes, after the effective introduction of gold in iiitcnia- 
tionnl commerce, the di.sturlxinces in the ratio between 
gold and silver, .alike in the markets of the world and in 
the proclamations of governments, affected gieatly the 
movements of the piecioiis metals. It is true, however, 
tliat the principal results were seen, not in corresponding 
adjustments of general prices, but in the general incon- 
venience caused by the dislocation of tlic e-xehatigcs and 
the export of ancient fine money. 

But in the last quarter of the nineteenth century wo have 
seen these disturbing causes affecting general prices on a 
laige scale. I liave given reasons in a former part of this 
work I for stipposing that so far as the general fall in prices 
since 1875 was to be ascribed to causes primarily affecting 
the currency, the predominant influence was the deprecia- 
tion of silver relatively to gold. Tlie immediate disturb- 

’ Bk. III., Cli. XVII. ; more fully In Jfoiiry ami Jlantlar) Problrm). 
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ances from time to tiuio in the exchan iros between <rokl 

c* o 

and silver usin<r countries have Iwen lai'G'olv met hv a cle- 
velopment of banking on the in-ineiplcs i»f insurance; but 
the more prolonged disturbances, such as the want of con- 
formity of the legal to the acttuil ratio of various gokl and 
silver coinages, the difficulty of investing and withdiaw- 
ing capital in silver using countries, and tlie increase in the 
burdens of the indebtedness of silver to gold using States 
have only been partially neutralised. The monetary sys- 
terns recently and at present prevailing in tlie United 
States, the countries formerly composing the Latin Union, 
India, and Japan illustrate forcibly the difficulties in the 
ratio as affecting legal tend el's. 

In a lesser degree the recent financial history of the same 
oounti-ies shows the difficulties in the transfer of capital, 
and India in particular illustrates the trouble of paying in- 
terest in gold provided from revenues collected on a silver 
basis. The effects of the general full in gold prices were 
perhaps best seen in England itself in spite of its gold stand- 
ard, but the pi*esent state * of trade seems to show lliat the 
great mass of commercial transactions have been adjusted 
to the new basis. 

It seems probable that as ix‘gards the future the whole 
commercial world will effcctivcdy adopt gold as the stainl- 
ard measure of prices. If this takes place, it is to l>e 
hoped that the Increase in the supplies of gold will con- 
tinue, and that tlie various countries concerned (including 
India) will, in the course of time, be enabled to put their 
standard cuiTcncics on an automatic gold Iwsis. 

§ 6 . The Connection between General and Relative 
There are various causes of the greatest importance as af- 
fecting relative prices which, however, have comiMkiwtivelj 
little effect u^)on gcnci'al prices. 

Take, for example, the case of impi'ovcments in produc- 
tion. An improvement m any one thing tends to lower iu 
price compared with the gene ml level, as, for examine, in 

» 1309. 
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ilu‘ r;isr nf ^\nss ill tin? NiNic><*ju)) wnixiry : Ijiit a genoral 
an<J coullinuMis sii<*o<'ssioii <if iinjm>v<'moiils in production 
dues not ncccs.<arily involve a and coatinnou.s fall 

in ^c'ucval juic es. I Ins is at cniee evident tlicorutically 
from the* aliiihdaiK'e and rr.m[dexiiy of the causes tlie 
vesultajit «»f wliieli i> ilie ^H*iu*ral levcd of prices. And ihe 
theory is ;d)midantly c-ontirnied hy taking/ Imio liistoriea) 
perit*ds. 

riie ccnnpaiativc slahiliiy of j»rices fr<»m the middle of 
the lhirtc*eiith lo ihe ndcldle of tin* sixteenth century, 
was not due to sta^^matiou or ininiohiliiy in juoduc'tivc 
jircKvssesi the upheaval c»f prices during' i1m‘ next century 
most c'crlaiidy does not point to a retrcioressimi in ilic a!t 4 
of jivodnc'lion. ran* does the rise in pric-es after ISoO. A 

mediii'val jeriees with j.neos at the present 

d;iy — vwu if we lake as (liestandan) of eoinparisoii oraiiis 
of l;n(‘ silver, shows <*mic)usively that llie most e.Nlraor- 
chiiary and amazin^r iinpi'»vcin<mts in the nuuliods of pro- 
duction are not ac*. r,ni|«niie<l hy a c'orrcspondinjj anm/in^r 
( lieapncss. 'J’ake, fr»r example, wheat, wlneli Adam Smiili 
uses as (lie Is-st praetieal ine:uurcof variatiems in the value 
of silver. Wlieal at t;s. per cpiarler in tlie last eeiilnrv of 
Xhy medieval period may In* said ic» U- ecpial in value to 
*o«» •ivixius of fine silver. Wheat at .^Ok. j.er cpiarler (the 
proseui j.ru'e) may lie said to lie ecpnil in value to 12 o;^, of 
sdver or o.nO -,ains. That is to .say, wheat reckoned in 
inoncy (rednccHl to the measunj of fnic sihvr) is at present 
more than seven tnues as dear, and if we take actual prices 
(u Uhout convensmii) wheat is five limes as dear as in the 
‘ '‘t a moderate estimate a pven amount 

of labour .applied with the corre.si«,i,ding caiiital to tfie 

mudi I>»<.‘«ont raise at least four limes as 

In tUo same way it may .shown also tliat improve- 
ments m transport and the means of communication are 
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not necessarily associated with iucr easing cheapness, in the 
sense of a general fall of prices. Similarly as regards the 
influence of great wara, plagues, and famines — the dis- 
tui'bnnces in relative prices are very great, whilst the 
effects on general prices are uncertain. 

It may, however, happen that causes primarily affecting 
relative prices have secondary and ulterior effects on gen- 
eral prices.* They have such effects in so far as they alter 
the quantity of mono}*, or the uatui*e of the whole work to 
be done by the money. Take first a simple case: Great 
improvements in the production (including the processes 
of exchange) of all kinds of manufactures — agricultural, 
mining, and the extractive industries generally being pri- 
marily unaffected — will cause a fall in the relative prices 
of manufactures corojiared with raw produce. It may 
happen, however, that the consumers will spend the same 
aggregate part of their money incomes on Chose things as 
before, the consequence being that in the index numbers 
all manufactures are lower, and raw produce being I lie 
same, there Is thus a general fall. 

It is evident, however, that this is only one simple case 
out of many possible;* and even in tins case the demand for 
raw produce to supply the materials of manufacture and 
machinery must so far tend to raise its I'ehitivc price, and 
the total effect on the index numbers will be difficult to 
estimate. The consumption of manufactures may also in- 
crease, but less than in proportion to the increased clieap- 
ness and thus more money may be set free directly to 
spend on agricultural praducts. 

Again, a rise in the price of certain classes of things 
may have a much greater effect on general monetary con- 
ditions than a corresponding rise in other things,® and con- 
versely of a fall. A general rise in the price of labour 

» For fuller treatment, see Mone^ nnrf .VoNrtary PrQOUms, “ Essay on 
Causes of Moremetits in General Prices." 

* Cf. Mill’s argument in lik. III., Ch. XXII. 

• C/. tUo general argumeut iii Giflen’s Stock Sxchunffc SectivUies. 





will so far tan>c n drinaiKl f«H‘ incialHc money 

l)i;m wmilil a i Hm* in >iock i'Xcljuii|^^e sccu li- 

lies. Simikiilv a <h.iin lu iiun*l tlie cxj»t*iists of an adverso 
lialaini* of M.icl**, dm* lo i»vc*r-ini|un lulioii or exceptional 
ilounu's'^. lias ill ijriirial a niurli *;n*aler effecl on "uncial 
priias lliaii the lenapl of a correspoudiii^ lialaiK'C for ex- 
cess of expoiJs. 'I’he leialions <»f ^o'lienil price levels in 
vavic»n> l ountries are also de|H‘ndcnt largely upon relative 
pvict*s. Ki'Uuivc prices, a"ain« arc subject to nninliei less 
causes of ehaiu'i* uei ordinif (o <’]inii"es in ilie (onditioiis of 
deiuiiinl anil su|»p)y and tif taxaiimi. 'Die only ^^laieral 
|>rnji(»siiion that sc*cuis |f> ec»ver all those tsiscs i.s tliat 
"ehciul (iriecs Inawei'n iliffch-nl *• cinintries, ' and relative 
]ai<*es liciwecii dilYercnl **lhln^^s,*' must Ih^ so adjusleil 
tiiat rclativi* valms if/ft.f cliaii^es in llie value of money) 
reiiiaiii undistnrlx'fl alier all lli<* ncia*ssary readjustments 
have liiu'U cITis'led. 

I liave iiilrodnced at this slu"c this somewhat uhstiaet 
reason ill" in older to "iiard i'lTiati vely aouiiist anv simple 
a|>[i)i<*ation of iIk* f|uaniity theory. 

And hy wav of illustration. J Im/aid tlie opinion that 
tlie rise of prices from l.'»4n t<» 1.^8-h whieli Ui»"ers aserihed 
exeUisivi*ly to till* <h lKisemeiil. was hu'i^elv due to a dis- 
lurhanee of relativi* |>iiei*s. 'The exti'iision of the woollen 
UMunlaeture raise<l the price of shcc'p and wool and cn- 
toma"ed sheep-farmin". The extension of shcopwalks 
so far temh’d to c'cnniterael this rise, Imt tlio necessary con- 
iraetioii of tillage raise<l the price of "rain und of foods 
for cattle, and tlins f»f cattle themselves. 

This revoliulcm in produetioii, irivolviii^^ as it did tlie 
lelaiivo eonceiitralicm of lalHuir in town.s and the com- 
parative de|>opnlation of the eouniry, involved also a 
c onc'cntration of iiionev, and a fillin" of the ^jreat cliannols 
of trade from the little streams and wells <if the country.* 
The efficiency of money was largely increased, and so far 
— apart from dehaseincnt — jwiees Mould ten<l to rise, and 
‘ t'llffe LC'alH-'> aruiiiiienT. «./». <*/t. 
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would rise oven if the debased money, as Cl iff e Le?^lie 
supposed, simpl)’ displaced the old fine silver. Subse- 
quently the increase hi silver increased the quantity, and 
otiier causes stimulating circulation increased tlie efficiency 
of money more than in proportion to the increase in the 
work to be done. 

In recent yeai-s the most notable disturbances in rela- 
tive prices (apart from the special depreciation of silver 
already examined) ai*e due to improved ti*an sport, tending 
to lower the prices of various commodities, and to a rel- 
ative rise in the prices of most kinds of labour. It is 
pi'obable that the i*elatively high value of labour — that 
is to say relatively to commodities — has caused a greater 
demand for metallic .monc}', and this may well be one of 
the causes of the appreciation of gold. Money wages 
would have risen higher nominally, and commodities would 
have fallen less, if other general causes had not been at 
work, also tending to produce a fall. 

§ 7. The EfffcU of Movements in Oenernl Prices — Ginvral 
Conclusion. When wo take a wide historical survey we 
do not find any uniform connection between general prog- 
ress and appreciation or dcprociation of the mclal whicli 
constitutes the standard of value. Tins rosult nhglit be 
theoretically anticit>ated from the fact that changes in Uie 
measure of values can only indirectly affect production 
and consumption, and once the changes have been com- 
pletely effected, with all tlic consequent rcadjuslmcnls m 
monetary contracts, it is a matter of indifference u hetliei 
general prices are high or low. Stability of value is no 
doubt desirable compared with instability, especially if tliat 
instability is due to the arbiti*ary influence of governments 
or to other causes whicli can bo foreseen or allowcfl foi* 
The instability of value may, however, in some cases be 
simply one of the signs of progress ; as, for example, a 
rise of prices due to an expansion of credit and lianknig 
on a sound basis, or a fall in prices due to the expansion 
of trade, or to the development of new countries caus- 



i:r<»NoMir i»nocjiiKss. 


Ill 


nil increased demand for money relatively to the 
supply. 

As a matter of history wo lind (lie gradual breakdown 
of the nieiUu-val svsleiu from the tliirteemh to the fifteenth 
oeimirv arcompaiiied by a ^nulual aiiprociation of fine 
silver, nlihoti;r|,, alrea<ly pointed out, prices remained 
eoinparalivi'ly stalile, owiiijr |Kiitly to a corro.sponding 
ih'javcualion in llie <*oinage. Tlie transition from the 
nu!<lia*val to tin* iinxlerii periocl was marked by a great 
riM' in prl<*es, but it i.s olivions that this rise in prices in 
iuolf \va.s of minr>r importance as regards progress com* 
pan'll willi such fences as the disco very of America, llie 
cxtcnsimi of trarh* and maiuifactnres, the Reformation, 
the lji'i*ak*Mp <if fcii<laU.sin, the invcnticm of printijjg, anti 
tin* growili of ('onstitiitioiial lihertv. 


In the ninolccnth cent my wc have in Knglancl progress 
in some dircctioiiH wiili ix Progress ion in others: the prog- 
ress licing cm the wluile less marked during the depre- 
cialum <»f tlie liaiik ivslriclioii ih.an during the appreciation 
of the next tpiarlerof a c'uiitury ; whilst that of tlie third 
'piarler. with its high level of prices. Is ceJ*tainly less than 
lliat of tliu fonrlh. with its low level. The Iwlance of 
progress during the centnry as a wliole— whatever meas- 
ures are adopted— is mi<loid>ted, but tlm precise inlhienee 
of general prices is dimcidt to determine, and from time 
to time 1ms Iwen gi'eatly exaggerated. 
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PKOGKESS AND UEUVXrVE PUICES. 

§ 1. Progress and Ralative Pritxs. Fi'Oin the high or 
low money price of some sorts of goods in proportion to 
that of others in any country at any time/* says Adam 
Smith, “ we can infer with a degree of prohabillty tlxat 
approaches almost to certainty that it was rich or poor, 
that the greater part of its lands were improved or unim* 
proved, and that it was either in a more or less barbarous 
state, or in a more or less civilised one.** ‘ 

• Adam Smith himself gives some remarkable iJlustrations 
of the fruitfulness of this test of economic progress ; and 
the advances made, esiKJcially in recent years, in every 
department of economic history, ought to make similar 
enquiries still more productive. The value of the great 
work of Thorold Uogers can hardly be ovcrcstijnuted from 
this point of view, and his observation * that tliu laws which 
govern prices will be seen more clearly in meclijcval records 
than they could be in a modern price current, is specially 
applicable to relative prices. Jt is certain, at any rate, 
that tJie records of i*clativc prices in Kngland from the 
middle of the thirteenth century to llie end of the nine- 
teenth must afford ample material, Ijolh for the verification 
of the theory of value, and for the application of tlinl theory 
to the economic interpretation of histoiy. The changes 
that have occurred in the methods of production ajid trans- 
port during the last century are best understood wlien 
regarded from the point of view of development, an<l are 
best illustrated when contrasted with the comparatively 
simpler and slower changes of the past. The longer the 

* Wfatth o/XattouSs Bk. I., Ch. XI. 

* i^face to Jlitlorg of aN<I Prict*, Vol. I., p. *. 

TOL. It(. — 9 06 
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lK*ri«ul of l^iuir ( iiliniiialion, uiul tlio greater tbo inHueace 

tiu* <*ountrvac'liii^ caasos Xtt Ik* «»vi‘j*«‘<)aK*, ko inaeli tlic 
(Uk*s tlie foiw of \\w fuiHliuiu'iitul economic causes 
appear. If the modern posltlmt is ai>pr<ive<K that the ])ria- 
eipul diff<*reatia helM een mirmal and niarket values is to he 
found in llie elcnuuH of /imt\ It stands ti» reason that the 
eout humus iv('ords of <‘eiilm*k*.s will reveal tlu* iulluouce of 
this eleineul more elearly than speculations on the future 
))ased upon a survey of ihe presetd. 'J'lie history of rela- 
tive prices is alsi» ot service In sliowinn^ the <aunplc*xitv of 
ecouoiuie condillojis* even in jieriods winch we are accus- 
tomed to regard as primitive. Above all (again to adojjt 
modern ti-nnijudogy), tl»c history of relative jiriees is the 
history <if tlie law of sul>stitnlioii. The diseovervand the 
adoptiem of suhslitntes is <ine of the principal agencies in 
iH'onomie jirogrcss; and in tlie concrete* the stdjstitniioji is 
shown hy a disturhance of relative prices. TUia law of 
sulistitutioii is as effective aii<l ]is apparent in demand 
as in supply — in consiim|ition as in pr<Hhiction. Kven 
as rcganls the primary wants— wliere hahit is strongest 
— there is a londenrv to snlistituto the chcajier foj* lliu 
nmro expensive inodes of satisfaction — c.^., in food, drink, 
clothes, fuel — although for a very long timecusl<uu. fash- 
ion, or ignorance may retar<t the process. In luxuries, 
>shero fashion very often rather favours novelties, the 
effoct of cheapness Is still more marked. 

In the folh»wiiig sections I protK>Ke to notice some imjior- 
tant changes in iflalive prices wliieli throw light on the 
nature and causes of economic progress, especially in Kng- 
land during the Inst seven centuries. Kconoinic progress 
is necessarily so complex that it seems prcferahle in <leal- 
ing with relative prices to take concrete facts as the basis, 
rather tlian to start with pi*cconceivod theories and siinplv 
se,arch for suitable illustrations. 

Adequate guiding hypotheses arc i>rovided by the laws 
of value already considered.* 

> C/. Bk. III.. Cha- l.-X. 
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§2. Thf lUliitii'c P/'ocs of Ai/rimltifral Pz-oduce — 
Ondiu Wlieii Aduin Siuiili wvuiv, ilio average quantify 

I'ai'u inqiorUHl did not cxeocil one jxirt in 671 of the 
annual supi)ly, and he ex|»ressed the o])inion tlial if tlic 
inipoi'tafion of foreign cuttle was nnulo ever no free, so few 
eould be imported tliat the j^ra/ing tnide of (>reat lirilain 
would be little affected by it. Althoujjh before the free- 
trade era in food, foreign imports liud in some years been 
considerable in 1K2P-18*10), on the whole, it may be 

said that up to tlie repeid of tlie Corn J«a\vs, the prices of 
agricultural produce were muiiily determined by the con- 
ditions of demand nml supply in the country itself. At 
the present time prices depend mainly on foreign con- 
ditions. From 1895 to lHf»8 the average untiuul produc- 
tion of wheat in the l*niied Kingdom was about 7,000,000 
quarters, whilst (excluding flour) about 1 *>,000,000 quar- 
ters w*ero inqiorled annually. In add i I ion there wore 
about 20,000,000 cwl. of Ibmr.* Tlie t<»lal imporUlion 
of agricultural produce was in IKPH about 4^176,000,000, 
or nearly 40 per cent of the total inqmrts. 

Uefore the era of free tindc, however, foreign tiadc 
affected the prices of wool and hides, and also, througli (he 
bounties on the exi»ort of corn, to some extent the prices 
of corn. Still, on the wliole, it may l>o said that, as 
regards agricultural produce up to the nii<ldle of flic nine- 
teenth century, Knghind was in the po5ili*>n of an is<jlalcd 
country, whilst, since that time, foreign influences have 
been predominant. 

The following table, which 1 luive deduced from the 
averages of Thorold Koger.s gives the relative values of 
the i>rincipal kinds of gniin prmluced in JCngland during 
the mediicval period. The price of wheat per (|uarter is 
in every case taken as 100, and the other prices per quarter 
are adjusted in proportion. 

* A quarter of wheat W4*if;hs (In official atallsUca) 4.?a cwts., and Is 
said to yield 1*} lbs. of Hour to 14 IIm. of j;raiii. 
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riiis in the rclutivi* vahics of whuat, barley, 

oals, a IK I junis over a [jeriod of Unvc eent lines U very 
I'finarkable. fl |M*rliaiM*,. Iw at lirst 

we liave sinij^ly an i*\atMp1e of nio<lia*val "custom- 
ary " ]a ices ; bnl a r«*feri*JM*c to tlie at:liial prices oji wliicli 
tliesi* avera^fcs aro fournled sIk^vvs (Iiat not only prices, 
Init relative valiu*s, osrillatvil Ijetwcen wide ranges.^ 
'i'hei’u wore great variations in market values, butli annu- 
ally and in decennial (Mniods, wldlst tlie normal prices 
were in ibe proportion of about 4 to Accordingly, 
tin* constancy of normal relative values cann(»t 1)0 ex- 
plained liy any simple reference to "customary'’ prices. 

Similarly it may be shown that the constancy of the 
proportion is not to l>e cx|dained by a simple reference to 
the law of indirfcreiioc. or that our ancestors consumed 
those grains indilTerently at these normal proportions. 'Die 
rtdativc cajKieity of the res(>cctivc grains in providing food 
for man exercised, no doubt, some inllucnce. 'faking bar- 
ley and wheat, for example, it is true that a 1 )UsIk* 1 of 
barley weighs less than a bushel of wlicat fin media' val 
times pix)hably the proportion was .V) to o8.! lbs.),* and 
whilst l>arley is .said to give 12 lbs. of Hour, wlieat gives 

* Tlai^, for <'Nftin|>lr. ilir avcri^ prUv of wlusit from lo 1400 U 
l 0 |r^ prr»iuurn*r, .luil of Imrlry 4;». jicr rjufivU'r ; i.f.. n croporllon 
of 100 to 70. \h\i in laio whont 14x. 10^4. hnvUy UU. Iff., n pm- 
poo jo n of 100 to H8 ; nitiX in 1010 wlicat wa« I'w. 11 pf. Ami liArIcy 
or 100 to .‘>.V Asa ill, iu 1*287 wheat wa.« lOp^. aiitl barlov OUf., a 
proporll<»n of TOO to 8R, T1 im« wheat fliulii All'll between Cs- and 2«. 
10 '),, and barley l>ctwccn 15^. Icf- and 2 *. Z*f. 

2 These fisiires aro rakon f^*nl McCnllochV o/ Commerce 
(Articles Barley ami W'Ue.At). 
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13 lbs. to the 14 lbs. of grain ; calculated on this basis, 
the food capacity of a busliel of Ixirley is about 80 per cent 
that of wheat.^ 

Ill the media' val period, liowevor, the princit>al use of 
barley was to make malt, althougli it was no doubt also 
used for fattening animals (csjiecially pigs) and for feed* 
ing poor men (occasionally monks). We may say without 
much exaggeiation tliat in the media? val j>eriod |>eople ate 
tlie wheat and drank the barley.* Accoixlingly, if the con- 
stancy of the proportion is to be attiibutcd to custom, wo 
must suppose that the incdiiuval man had a habit of drink- 
ing so much beer to so much bread, and Falstalf must have 
had an uneasy feeling that he )iad transgressed the fashion 
of the times in this re.spcct. 

Wo cannot, however, be satisfied with any explanation 
wi licl 1 VO f c rs s ol e ly to d e m a n d ; we m us t also c on si do r s u ppl y . 

Taking the whole period, the rotation of crops in tlie 
main followed the custom adopted in the three-field system, 
llie typical order being wheat, Ixirley, fallow; oats, beans, 
and i)cas being partially substituted for barley, and vetches 
sometimes being sown with the wheat. 

Thus the grain crojis must be regarded to a great extent 
rather as joint products than as allornalivcs ; and in this 
way, for example, the supply of barley relatively to wheat 
would remain comparatively constant. 

We have then, on the whole, stationary inelliods of pi‘ 0 - 
duction and customary adjustments of demaml, and the 
stability of the normal value.s is so far accounted for, 


> According to Al^vater and nrjaiH »» 'W cllftcivncc 

bi'twccii lUe food capackU'K of barley and wheat — thu foniior Ua> Imb 1010 
the latter 107.^) cahrUn th, ; Ihe protckls in barley ant lO-'i in \vh< sil 114 
\H‘v cent. Jtt^porl on the Chemieaf CompoHitioH of Atnericfoi Supply. 
U. S. DrpartmmC o/ Aprirntfurr 

* On tho modi«vnl bocr-il rink ing. seo Pr<»fpMor WaitlandV r)oMe^<U'’J 
nook and nt>jon<h p. 4:». Some ol hin calculaiiotu;. e.y., half a gallon 
dally to every month in England, are crUiciacd In A. II. Iriuian*i» DomtB- 
day and Feudal StalisUct, p. 117 ; but practically the only ».ubsiliutc for 
beer woa wat«r. 
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tliniv^Hi it is apiiaieiiUy ini| hiss! O le to <luU*i'iniiie ilie onuses 
of tlio exact io*o|)nrtif»u, 'rOLs ap|»nrcnt inipossiUlit}* is 
ucMitinncMl Uy cousiilciin^ HiO>seijiieiit jHu iods. 

It is rcmaikahlu llail from to 1702 tlic pi’opovtion 
of wheat to luirley liccoines 100 to o4 compared vvi(l) nu 
avcni^e of 100 to 72 in the three pi'cc’oding ceiituries. 
This fail in the relative value of Irniley can only he 
accounted for hy s<m)e considerable dislurbance iu the 
relations of su|iply and demand. <ht tlie side of produc- 
tioiu however, there seems to Ixj no sufliuient reason ti» 
account for the change. Any improvements that aiv 
rcconled are not very great (c.//., enclasures for tillage, 
and the introduction of the turnip and artificial grasses had 
little elTecttill tlie eighteenth century), and arc not such as 
to indicate a relative increase in the sut»ply of barley or 
decrease in that of wheat. Accoitlingly, the explanation 
must be sought for on the side of demand. In the inedue- 
val period wage.n were relatively high, and the poor man 

^ TtiO (nijlc Ims been UciluccU from tbc nvemges of for 

1702, from the tabk'A <lMoteU in McCiilloch'i^ Dictionnry for 177^1^00, 
from Tooke ami Ntovinarcli. of Pvirrn, 18>'*4>l80n, ami from 

Mr. Sauerbeck's index nurnlH'is. IWj7-180i». Eden's Stat^ uf tht Ponr 
gives a table of Wheat and Malt, from loOo to 1705 (Vol. Ilf., Appendix 
I.XXI-), from winch It appears that the ratio of wheat to malt was 
100:57 from 1505 lo I0S.5. and 100:0:1 from 1 090 to 170.5. ThU would 
give a probable ratio for barley of 100 : 52 in the first jieriod and lOO* 50 
in the second. 
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was not robbed of las beer by taxation. In the later 
period under review the 1*0 was» according to the records of 
hogei’S, a very great fall in the wages of labour, and when 
wages rose, toward the end of the period, the uatuial 
demand for beer was chocked by taxation — a tax being 
fii*st imposed in 1000, increased in 1094, and supplemented 
by a duty on malt in 1097. 

This fall in the demand for beer, regarded as a symptom 
of low wages, is natintiUy accompanied by uu increase in 
the use of the cheaper kiiuls of bread, and with the common 
people barley is said to have been substituted veiy largely* 
for wheat. If, as is also maintained by Jtogei*s, the popu- 
lation was doubled during the period, the fall in wages 
is also partly accounted for, and the wlatively higl> prices 
of wheat probably points to an inci'ease in the wealth of 
the upper and middle classes. That there wiks a relative 
increase in the demand for wheat is also shown by tlie 
fall (though not so great sis in barley) in oats and peas. 

With the imposition of taxes on beer we liavo oflicial 
statistics, and we find that whilst from 1084 to 1G93 nearly 
7,000,000 barrels of ale were annually charged to duty, 
from 1G94 to 170S the amount had fallen to less than 
6,600,000* 

From 1716 to 1765 there was a period of very good liar- 
vesta, compared with the preceding 60 years, and wages were 
relatively high.* The mtio of barley rises from 64 to G2. 

Then followed the period of the industrial revolution, 
the consuming power of the labouring classes being dimin- 
isbetl by a series of bad harvests, gieat wars, and relatively 
low wages. The taxation of beer was also increased. 

As regards the middle and upper classes, there was no 
doubt also a substitution to some extent of tea and coffee 
for beer. The consequence was that barley again fell to 
64 compared with wheat as 100, and that number remains 
as the average from 1765 to 1854. 

In 1856 the relative nse in barley (or fall in wheat) 

I Tooke and New march, Vol. Vf., p. 440, and p. 302. 
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com UK' n CCS. wliirh lias ciilmiiiulcil rocomly in hai'Icy act- 
ual Iv liij'hoi* juii cs lliau wlicai. 

I'Ik* rcci'iil ivlalivc rise in ouls is also nolesvoilliy. 
'J Iu* i’lTcrt on iIk? aciva^c uihUt wliuaU 1 mi1cv« and oats is 
strikin;;, and l oiilrasis M ilh tin? Ii\ity of llio joint t»J'oduc- 
lion ol <sn'li(*v pci iods.* 

'i'iic i\M' in liarlcv i< tlic nioh* nniiarkalile wlicn it is 
ivmviidioiu'd iliat roceniU* nianv snU^liliitcs liavc l)ecu 
inlriMhu cd* IhuIi for lln* inunnl’ai tnix* of Is'crantl the feed- 
ing Ilf stock. l»arh*\% liowovcr, is siill sn)n»oscd to i»o Uie 
[niiici[iul for wliiskcy. 

•». /A'// From ir» 1400 Rogers lias 

not olitaiiicd inni*)i cvidcin'o of tin* sales of liavt ainl 
at)|»arontly none c»f sini>v, Isitli proUikly lieirig uhinvst 
altogi'ilicr i’onsiinu*d ky tlic [ij-oducci's, After 1400, how- 
( ver, the cviticnce is aKnndaiit. the fa(*l in itself jiointing 
to tile extension of a money economy even in tins deiiart- 
inont of agricnUiirc. U is rmnarknldc that the average 
price of a load of hay fj'om 140] to 1.*)40 is practically the 
same as that <d a (piarlcnwif Isirlcy. From loll to 1o82 it 
is ahont 10 per coni less, a ml fifun ir>H2lo 1702 about 0 per 
cent Ic'ss — that is to say, prai tlcally for (Inve centuries tins 
Ofiui valence of the load ^if hay willi tin* qnartcr of harlcy 
pnjvailK. 

I have not lieen able to obtain the prices for the cigh- 
tceiUli century, hut from lt^l4 to 1850 there is a groat rise 

' Orient niUain : — 



1 \Vie>AT. 

IIXRI IX. 

1 

1 111 

Cl 

1 I 

|*M| 1|M| «.| 

I 

J'l IC>II'5. 


:ht« * 


' ■rn** 





ipni 

::.:Kin.:iis» 

2.‘>;.«.«7 


1 .Vi* 1.0+4 

:no..%47 

r»2<i.4:io 


ISill . 

Bssai 


2.tV»tl,7.V. 

1 2VJW 1 

1 n;-*.7*n 

.■47.IW2 



The a'ijrrejraio of lUe acrcnjrr mikUt Uu‘Sc crops lias fallen from ftboiit 
12 inilKons to 0-0 millions, whilst the aercaso of fwiis has ac hi ally In- 
crtasifO. Th^ .‘icroasc umler |)CTinnnont pasture lias inrrcasfU fro os 
13,178,412 to 1G,C.30,C47 during the same iieiiod. 
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in hay* Tho lelulive prices are ht^y 8t)«. per loud against 
32^. per quarter for bjivley. and I ho latest prices available 
give 87«. (.hay) against 25?. (^Uirley). The great rise in 
the price of hay, relatively to barley, had been fully accoin- 
plislied befoi'e the reiKjal of the Corn Laws: on (he average 
the load of hay being equal to quarters of barley from 
1834 to 1844, and also from 1846 to 1866. 

Tlie disturbance of values is mainl}* accounted for by 
facilities of transport affecting barley more tlian hay.* 

The relation of hay to straw is very constant: 1401 
to 1662 hay is a little over 21 times the price of straw per 
load, from 1682 to 1T02 is under 2] times, and from 1834 
to 1850 about 2J limes; the latest prices giving the same 
proportion. 

§ 4. Beef onr} Mutton and Wheat. A survey of seven 


i 

II, T. 

JIOIM,. 1 



IlMlI 


' (.i.mI 


' n. 

A. •!. 

, 

1401-1540 . . . 

3-»| 

3.K| 

1.0 

1541-1582 . . . 

.... ».*'• 

H.3} 

4.1 

1583-1702 . . , 


21.3 

K 103 

ia * 

IK. 34 - 18.54 . . . 

.... 80 

32 

•M 


The influence of cJmngca in tlic cosi of tmnsjMirt inj\y be illnHUiiloil by 
lUe particular cane of New SouUi Wales (lb»voU* •• Stall si ics of AiiMia- 
linn Hallways.” Junruf^f. Marcln llsKi. 1 ». U>*>) - — 

"Tlic great reductions In raiea of cnrrlagi* Hint Imvv lakni piaco In ic 
New South Wales lines within recent ycaw have not only jmhice« n 
greater volume ol traftic, but have caused agricnliuial puranUs lo 
carried further inland. In 1S70. 30,240 lon« of grain and 1h>uv «e 
carried an nvemge disiancc of f)f».03 miles at a rate I'f pvr on [y 

mile ; In 180 r, the rate was wnluccd to 0.b8<h l»cr loii.iiiile, ami the averai.t. 
distance rose to 158.58 miles with over seven limes Hie 

” In hay, straw, and chaff, comparing I8f>» with l«i 0 , with a fa u ‘ 
from 1.4«d. to 0.4 2d. per lon-niUe, the quantity carj ied became J.- 
greater and the distance 6.1 T grosiier.” . 5 ,, 

For the purposes of conlrost it may ho recalled th.at Anhnr « 
his tour In Ireland, observed that lu some places the fanners were 
their straw, for winch they deserve to be hanged {Iriith Tour. 
p. 42). 
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cciitmiti.s sliows tluit for similar <jnalities tlierc lias .seldom 
been any a|)prccial>lo dilTeiviun* lK‘t«*ccn llic prices of mut- 
ton and bruf. lingers thinks that in the early mediaeval 
IKTiod lH‘of was |R-rliaiw a little dearer tlian nmtton, and 
h<lon states thsit at llio (»nd of the eighteenth century 
nmtton was generally alxHit ,*., dearer tlian beef, b'roiii 
to Sanoi lieek'.s lignre.s give an average per 8 lb. 
(in the l^oiidr»n meat market hy tlio carcass) of beef 
and mntton Oib/., which is just ICdeii's tunlh in favour of 
nmtton. Arthur Young* makes l>oef and mutton the same 
in Ins three English toui-s, viz., per poninl; hut in Ire- 
laiiil mnttrni is *.?. a |Hiund dearer, viz., against 2,! 

< nnipareil wiili this (j\ity in the two kinds <jf butchers 


meat, the relation of lioih to wheat U in striking contrast. 
I in? following tabic <»f relativi* valiU's has been calonlated 
on (lie l«isis<»f 14 lb. of l)cef, tlie Oinninoii unit, to 14 lb. «>f 
wheat (at ])h. t(» tlie ({iiarter)* 
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§ 5. itml L^utther. It is »)l)servcd by VIcoiiite 

D Avenel that in the mediseval i>eriod candles were natu- 
rally dear and shoes were cheap. The connecting link be- 
tween these prices is found in the leanness of the sheep and 
cattle. Skins were plentiful, but fat was scarce. Rogers 
has also called attention to the veo’ high price of hard 
fats, and to the luxury of any kind of artificial light, and to 

* Tri»k Tonr^ Vn). II.. p. 

* The beef is middime only for I8fi7-isa7. The average of prime 
beef would give 100 ; 10 for 1808-1807. 
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the real sacrifice iuvolveil iu the ofle rings of caj idles to the 
saints. 

Piuctically the only substitute for candles was oil, and it 
will be found, on refei*ence to KogeJ*s s tables, that over the 
whole range of his prices (1-^0-1702) the price of one 
dozen pounds of candles is about the same as that of a 
gallon of oil (e.!/.. 1401-1540 candles per dozen pounds 
U. 8Jd.. oil per gallon U. 

The present price of olive oil is about 5s. per gallon, but 
petroleum (wholesale) is only about Od. per gallon an 
enormous induction, allowing for the change in the value 

of money. . 

If we compare the price of candles (the dozen pouncU 
Le. the usual tpiotation) with l)cef (.the 14 lbs.), the rela- 
tive values are as follows: C’andles (dozen pounds) being 
taken as 100, in each i>eriod the con*esponding price of bee I 
(14 lbs. ) gives : — 


12GU-140<i 

1401-1040 

lS40-ldH-' 

1 ^ 1 - 104:2 

l(U:t-1702 



nKri*. 

. 100 

17 

. 100 

41 

. 100 

01 

100 

m 

. 100 

os 


•n.at is to say, there is a fall in ll>e relative vahK- of 
tallow compared with the meat, consequent, no doubt, on 
the improvement in stoek — the sheep and cattle became 
fatter, and were fattened more easily. At the cn o ' 
eighteentli century, and up to the conclusion of I ic * 

War, tallow was somewhat dearer than beef, but since l» • 
it has become cheaper; in 1867-1877 the propoi ion > < 
6d<. per cwt. beef (prime) to 45». per cwt. ta o\v 
present quotation (1900) being 65#. per cwt. l>eet o - 

With reference to oxen and hides in the inedhev.d pen 

* From 1200 to 1400 Uie price of CAudlee Is relatively railier 
coDdl«, It. lljrl. ; on. It. Oi<f. to It- 4M. Hot on re erence tbc ca.iajc 
prove to be of a fancy kind, made in for exainple, 



K* * 


*i:<Kj|iKss. 


T») 


till* Iihle, to with < 1 200-1 ). is 20 2 )er cent of 

tlic value of (lie ox (viz.. 2.^. 4^/. to 12x.), Imi falls to 
aliout 12 iKT i con ( 1«. lOr/. to lox.) iu l:}ou-1400. at wliicli 
|in)iK>r(joii it I'lonuius till llu- riMl of tlic sixtc-outli cviituvy. 
It is Oillii uk to esiiiuale (lie wei^lit of the hides. Imt if we 
di'diivt a <|nartoi‘ tVojii Arluiii Smjtirs estimate <»f 04 Ihs. 
Ill Ills day f<M* a ^»ood skin, the jM'iee will \k‘ ahout (lie same 
ax (Iiat cd’ Ui‘vf \,vv jHimicl. Ikrui i>riees {lol)0-1040) 

j-ivu (he saim* |»riru \h'V j.ouiid for liidi'.s iiiiil heef (viz.. 2d. 
It* 2ld. [)er [MiiiinU; at (he ejid <.f the eiohtoiojth century 
(Atlani Sniitfj) the ladative prices are still the same, and 
(he <ju<>latii)n.x from l«00 In (Sinierheek ) give i.meti- 
eally the same prices i)er ihhukI as that of jirime hcef. 
riie eniishniuy in Ihi* |)n<*e of k^ef and hides over so long 
a period and through siieh vh issiimles is very r(miarkahle. 

ll IS only ill very reuenl yeais that tlie price of the 
i oarsest \v<»>l, widght for weight, has fallen to the lc*vel of 
the best meat m Iiu'Ii shows, jterhaijs. iftfvr rdm. that man* 
kiml wear and wear <hi( more value in <'hjlhes than in shoes. 

S d. //ntiMf-H tniJ Furfiihttw. Ihdative prices th* not throw 
'^o much light on progress in houses and furnituu' as more 
illicct evidence, kssinsc the meaning of “houses" ajid 
•• fiivnitiirn" is utterly changed. I think." said Arthur 
^ tntiig. “the kid eahins and funiitniv the gj-eatest in- 
stances of Irish jioverty." His description * <177d--lT79) 
might he used wonl for wonl of the dwellings and finni- 
tnre of the English peasants of llie early me<ii<eval period. 

I hey aixj lie .says “the most miserable hovels tlint can well 
k* conceived, 'riiey generally consist of only one mom. 
Mud kneaded with straw is the common material of the 
walls , these are i-arely above seven feet high, and not always 
above five or six; they are akmt two feet tinek, and Imve 
only a door whicli lets in light iri.stead of a window, and 
should let out (he smoke instead of a chimney, but they 
rather keej-j it in. The furnitui'C of the cabins is as bad 
as the aj*chitecture ; in very many ca.ses consisting only 

* T-inf in /rthtml. Vol. I., p. 47. 
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of a pot for boiling ihcir potatooji, a bit of a lubU\ and one 
or two broken stools. Beds are not found universally* the 
family lying in straw* equally partook of by cows, calves* 
and pigs. 

“ In iny rides about Mitcbelstowii I have passed places 

on the road one day without any appearance of liabitation. 
and next morning found a hovel filled with a man and 
woman, six or eight children* and a pig. * 

Arthur Young, however, poinU out that the Irish spend 
more on food than on clothes, and on milk tlian on furni- 
ture, and the mediiuval mud hovels wei*e also, in genexah 
scenes of rude plenty. 

§ 7. The Price of Wool. The price of wool is of great 
interest in connection with the development of agricul- 
ture, of foreign trade, and of a most inqjorlant manufac- 
ture. I'or different puri>oses, the i-elative value of wou 
may be expressed in relation to different commodities, and 
first in relation to meat. 

To begin with, the price of wool was very higl\ com- 
pared with that of meat. I'lom 12C0 to 1400 wool pcj 
pound is more than 12 times the price of meat; fro uj 
1400 to 1582 it falls to 6 times; from 1582 to 1702* it is 4 
times, from 1780 to 1790 less than 2* times the pnee of 
meat. Arthur Young calls attention to a groat fall in the 
price of wool about 1779, viz., to about 6<f. !>er pound* 
which is about double the price of meat, and Adam Snntli 
thinks that the price of wool has been subject to an un- 
natural degradation through the laws forbidding exporta- 


» Ti,uriH Ireland, Vol. I., p. <0. Cf. Ritcn. Voi. 1., p. •>-A ^ 

Iho building of niml liouscs in Dmnfricwliirc in a hour„, i . 
liifonn<Kl (1000) that In pnria of Uwea. where nt-w ^ have hcii 

built for the crofters, with grates and windows, the chi nine am "•»' o% s 
have, hi some cases, been slopped wp, and the lire made in ' “ * ' 

of the floor. — such U the force of habit in the in*cesssmeK of hie ana 

shelter. - 

« For ir>82-1702 the records of the iwici-s of wool aix- not * 
for the earlier period. The averages given are calculaieil from Hog • • 
Smith’s Me}aoirM «/ Wool. 
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lion. Ailain Siniih, aU<» |K»in(s out lluil tlio picKluctiou 
o{ wool has not snllVifil in <jnainilv it 

IS a joint t wiilj niral. TIil'Iv was, liowovcj*, |jrob- 

ahly a (ioleiioraUun in «|ualily, ^•^|K•^*ially <hn'iii<^^ tin? high 
juicus ol' iiu’ai in tin* liisl c]nai'ti*r of tlh.s ocnimy.* 

l’|i to iho ioirl ol ilic riglilovnlli <:t‘.uU\v\\ Uio iniiiorls 
of wool uoio i'oiii|iaiaUVi*ly .small, ainl cohNistvd inaini)' 
of line Siiaiiixli wool. Aceinalin;; to the estiinuivs iisiially 
given,* ilu* aiixMuii of S|)ani>li wo<»l iiii|ioi*ual ([[<1 not 
nnirh eserv«l oj^*^*bO**U of jm anuU weight hefoie IbUO. 
wlillsi ilie |>i'o(lurtioii of iOngli.^ll W(»til wa?^ inoliahlv 40 
limr.s as gloat < half a million of jmelcs at 240 ll>s, jmek)* 
Doling Iho jaesi’Ml <*ontniy, liowvvor, llio inijauialion 

uf woo] has inrreasiMl oiiormonsly. 'l lio loiul lunno pro* 
OiU'lion of (lir 1*111(0(1 Kingdom is ahool 14o.or>o,noo of 
p(»inKlsv whilst the avioage iiojioi'is (►f the last live years 
are over “oojHHl.lHMl lhs., of whieli about h.) per eoiit canu? 
horn AiiNlralasia. 'J'la* total import lias more than doubled 
''iiieu 1H74. allbougb it mii'^t ls» olis^wved tfiat lillle more 
than lialffd the totiil impm t is retained for lionie cmnsniup* 

1 ion. 

<^>nite reeeutly tlie eonnection Is'tweeii w<»ol and meat 
1 m> U'en illnshaled hy the eoiuxe of jiriees In Lumlon. 
Ill 1^72 line enloiiial wool reached a priee of 4:kA [>er 
|>oitnd. l>eiiig nearly don hie of the price five years l>ef«»re. 
(t iM*laiu<*cl a eom|»aint ivtdy higli prha* hn* some years, 
Init during tin* last d(*eade fuiees liave Is'cn low. As a eon- 
serpicnce the farmers turned llieir nlteiilion loilie develop- 
ment fd meat, and sineo iHTo llip pixahietion of merino wool 
has lessened faided recently hv the drought in Australia), 
mid the jiriee is now < ) double of what it was live years 

ago. 'riip adjustment of meat and woo! to relative pi ices 
is eliaractoristic of prngre.ssivo and ada])t,ahle agriculture. 

I he exportation of Kiiglisli wool was prohibited till 
182o. It now amouut.s to more tlian onc-scventli of 

* For prj< < s of wool niu\ meat, see aM ralt'ravcj s Dicijonary. i». OTO. 

- /•rjiort o/ LortU' Cottiwidet. 1b2S. 
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the amuiul home product ioiu y\z., *22,000,000 out of 
140,000,000. 

lu consider iug the relative value of meat and \vool, tlie 
relative u eiglits of the Heecc and the carcass, as well as 
the time I'cquisite for maturity, must be considered. In the 
luediicval penod (1200-1400) tlie average weigljt of the 
fleece is given by Rogers at 1 lb. 7J oz. This gives a 
value of nearly 5d, to the fleece against 1$. Stf. for the 
average “ mutton” (/.«., wether), and Is. 2</. for a ewe. 

The quality of the iiiedixval wool, as may ho seen from 
existing specimens of cloth, was coai'se, and tlie fibre was 
full of hairs. 

A striking illustration of agricultural progress, as meas- 
ured by wool, is found in the fact that at present a fieece 
of the finest wool often weighs more than tlie wliole of the 
medieval sheep — bones and all. 

§ 8 . Other Jieconh u/td o/ Ai/rieuitural Prices. 

Tlierc are many other records of prices of the products, 
the instruments, and the materials of agriculture wliicli 
would serve to fill in tlie details of the picture of agricul- 
tural progress. In 1270, for example, rabbits were sold at 
each, whilst the highest price for a sheep (“ mutton ") 
in the next year was only 11. Id. For a long period after 
this mbbits arc sold at 6d. to 8d. the couple — frem 1400 
to 1640 tlie average is 5<J. per couple. In 1406 tlie skins 
are Is. 4cf. the dozen, in 1400 only 4d., in spite of tlie great 
demand for fur trimmings. It may be inferred that in the 
thirteenth century rabbits were evidently u novelty, in 
the fifteenth they were abundant. 

Gai'dena were considered as objects of value ; at any rale, 
as early as 1279, and before the end of the thirteenth cen- 
tury, Eden is of opinion ^ that England produced most of 
the useful vegetables — cei*tainly onions, leeks, mustard, 
fine peas, and beans. The clergy were great gardeners. 
Orebavds were nuniereus, and moat fruit trees are ascribed 
to the Romans. From 1260 to 1400 the price of cider is 
I Smu ct/lke Poor, Vol. I., }>. M. 
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from a halfpenny tn a penny gallon ftlio average of 
common wine i)eing 4i/. >, and apples are about a penii}* per 
bushel. 'Die price of apples, however, oscillates between 
llic extremes t‘f 3d. u bushel, e.//., 1330 and Id., 1339. 
In the former 3 *ear wheat was l)ch»w the average, in the 
latter above, fi'om which it may l>c inferred tliat an inclem- 
ent spring destroyed the apple blossom in 1336, and tliat 
tlie spring of 1339 was iinusiiall}* favonrable. 

The records (»f I be prices of salt, so long as salt was 
obtained mainly from eva|K>ration of sea- water by solar 
iieat, arc still imm; iiistruelive. and supplemented by oilier 
prices (<'.//•, gniin, stock), a fair idea of llie course of the 
seasons may be obtained. 'Du* importaucc of tlie seasons, 
as affecting pih*es in Knghind up to tlie free-trade era, 
is one of tlie snbjoi'ts \H*si worked <mt in the great work of 
Tooke an<l Nevvmareh.* 'I‘he relative ilecline in the im- 
portance of tlie seasons, witli the extension of the area of 
supply of ghiin. may Ih^ shown by a remarkable ox ample. 
Tlie year was tbc coldest of wliioli we have any in- 

Klnmteiitnl rei onl in these islands, and tliere was a great 
failure of tlie liar vest. So easily was the deficit met, liow- 
ever, by iin|Mir(s from .\merica, that the price of wheat 
only ro>c to o3*. Cr/. us comparoil with an average of 51 «. 
for'l8Tl-lHM0. 

I'nder old conditions there wonbi have Ijeen a famine,^ 
as tliere was in Ibtw. 1800. I may here point out. also, tliat 
the extremes c»f abundance ami scarcity prices were imieli 
greater at the end of the eighteenth century than they 
were a century l>cfcnx*. In 1688 wheat was 17^. lOr/., and 
in 1008 53*. 4d.. and in 1779 wlieat was 30*. Id, in 1809 
1S4.S. Od. This again is [wirlly a sign of the increase of 
national wealth, partly it is a consequence of the extension 
of poor relief.*^ 

' next ch.ipUT. 

* .-Im AV.vrty oil t/ifi T*rie^ of ttt IfutffUufitQn, 1027^1807^ l)y It. 

C. give.< gr,ii>liicat iUusirntioikS of I lie inverse vvlaUoiis of prices 

aiKl NvavQuU in (li«« s«lf-ik'pt*n(k>nt era. 

^ See Tooke*8 of Price*, Vol. I., p. 14, 72. 
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Bees wore of great utility in the nieilia*val economy. 
Ill tlie thirteenth centuiy sugar was sometimes 2s. pet 
pouiKh ami the aventge was above 1#. The liigher figure 
is oO times the price of meat, or as easily as 24 husliels of 
apples. Honey was the usual suhstituto for sugar, and 
rents in honey were common from verv early tinies. 
Wax for candles was dear, but (ell in relative value after 
the Uefovmation,* and rose a little under tlie influence of 
Laud.- 

'riic prices of fish arc extremely interesting. In mec1^a^• 
val times the prices were rein lively extremely high, partly 
owing to the general use of salt meat, — fish being an 
agreeable change, — partly* to ecclesiastical influences, and 
partly to difllcuUics in working lishcrlcs. There is one 
remarkable exception : the price of oysteis is recorded at 
one halfpenny per hundred, which may be contmsted witli 
a pike at Is. hd. ; an enormous price for so coarse a fisli, 
even if of unusual sUe. 

.Many of tlie prices of edibles |>oiut to changes Iji taste, 
e.^., in tbu sixtceiUli century, in the same account, a swan 
is 2ft., a wether 4d., a curlew is Is. 4r/.. a partridge 2f/, a 
doxeu larks are 6d., and adoxen pigeons lOr^ In four 
and twenty blackbiids cost 2«., being as dear as six of the 
1>cst chickens, a licmn is 2«. Od. wlnl.st tlie best goose Is only 
Is. 2d. In no period of KiigHsli Iiistory, however, have tlie 
pi ices of rare articles of food ever approached Uic insane 
prices paid by the gourmands of the Roman Hmpire.^ TIjc 
gluttony of tlic most wcaltliy English was never fantastic 
cally morbid. 

Tlie prices of eggs ai*c recorded by Rogers fixim 12C0 to 
1702. The mediaeval unit is the groat hundred (120). 
From 12G0 to 1350 a quarter of wheal will purchase 10 great 
hnudieds of eggs; 1350 to 1400, 12 hundreds ; 1400 to l.^i40, 
10 hundred ; 1540 to 1582, 5J hundreds; 1583 to 1G42, 11 
hundreds; 1043 to 1702, 12 hundi-eds. Tlie great rise in 

* ItogerM, Vol, IV., p. 7ia. * lUifi., Vol. V,, ii. Ib'-i. 

« cy. A(Um Smith (McCuliocIi), p. 100. 1. 

VOL. III. — <1 
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llio ))n<oof ill l.'ijD-l.Vsi: ( fiHMii i‘h/. to ’2s. *uf. por 120) 

tionati'ly ill r\i:rs^ of ihai of niiv otla'i* articU*. 

It was no (loiilii cliu* to iJm* ilivplaronjfiil of (Ik* lairal 

|‘ojMi)aiinii, ai(«l <*iniliniis Hii* \ii*\v dial tho i^ruoral rise iti 

|irii*<‘s was hoi maiiil v ilui* (o ilio ch*]iasorMi*Mt ol llir riirroiu^v. 

* * 

(h dii'u* wrr«* iinpMKtMl iiiin ihr C’liilcil I<jri;,^<lcmi 

ilpwanl of 1 oirai lunulicMls of <’oo.s (llu; ohl 

iniit isslUl hMul >. of a \aliu* of ahoiif 'flijs 

works (»ih a( *\s. oi/. dio ^ii*al wlii<*li witli wlioat 

ai 2-is.s,/, inaki's a i|harh*r of \\ lioal i'<[ual 4 of 

tin? Iiiolu'st rolativr valiu* of yvi allaioecl. 'J'liu 

iiio4i*rii iiii[M)iir4 oyo, liowosaT. is <a*rtajijly ihforioj* in 
iimsl r<'s))(*ru to tin* frosli ootihlry oj;j;of tin* cailicr jn'riotls, 
aia) Midi sihiil.ii' ^•;'os (|n» piita* >vohl4 prolialjlv •iivr less 
than 2 ^n*ai liiihilinls (o dir (|iiar(c*r of wheal, f'oii- 
t iers ]ito|>osal lopayoU die Kii;«liNli iialiojia) debt hv lu'iis’ 
eo^s no ]oiio 4 .i> a|»|uMi> vi«li«ailoiis. 

It Manild 1)1* ihlrresliii^' (o lia^'r, in j^rcaler <1rlail, an<] 
M’itli oi}u*r inslanrrs. dir> inoveinnils of relative prices in 
aoii<oilniri\ ami dn* l ori-rsiHOKlino rlian^o's in aoi ii iillnral 
prodhi'tion. »•.»/.* as slmwii h> tlir «,M*ac(nal improvemriit in 
slfM-k imlira(r4 hy die incivusinj; ili vrroi..jn‘r from the aver* 
aor in dn* prices r»f sn|M*rior spe<'iim*ns for hree^in^rj 

I iio i('<lisiriIni(ion of du* iinlustrios of (lie peo[>le, 
ami lli<* ih*vrlc»]»nu*nl of foreign (nnle, mav also be con- 
iiecrtisl with the <lis1 nrhaiKs* in ivlativo a^ri< uUnral prices: 
Iml this asj«»ci «»f tin* snhjn t is (reat<*(I in oornierlion wUIi 
otlier [irii'cs.^ 

§ fk UW ^/ir/ TIjc liislory of (he nianufaeture 

of c4odi is orio of die 1 h*sI i*xaiiiples of econoinicj ch^vclop* 
juenl. I* roin (lie vast mass of niaiorial I select one or two 
examples s(Kicinlly coiini!<:lecl M*itli relative prices. 

Over very Ion*; pciiiicls there is a marked fall in the 
price <if cloth coin)>aiX'<l with die wool of whicli it is 
made: in oilier m'okIs, the value of the raw material rises 

• As I wrln*. .1 filly of lVn<iiiiirinn ha« R'rM for lO.neO ^linens 

(eiO.WO). • S<‘0 the following M-clioiix in tins ohnpter. 
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(or the cost of the inaiiufactin'c falls) in comparison with 
the linisliccl pi'ocluct. Iii making such a comparison regarii 
must of course be paid to quality, and in general clianges 
in quality can only be estimated very roughly. Oii the 
whole, however, it may be taken that the quality of cloth 
(of the same material) lias also improved with tlie increas- 
ing cheapness of manufacture. 

The improvements in manufacture have extended to all 
qualities, but relatively have been greatest in the hnest. 
Thus the fall in the difference between line and coarse 
cloth is one of the signs of economic progress. 'I'Ue price 
of some kinds of cloth described by Pliny t>asses all cradi- 
bility, says Adam Smith. And this high price he justly 
ascribes to t)ie want of mechanical invention, and tliis 
again to the prevalence of slavery.' 

Tlie same idea of the prc^iess of the English woollen 
manufacture may be obtained from taking the estimates 
of the aggregate values of the raw inatcj'ial and of tlu* 
manufacture at different ixjriods. In Smith's Mffnoir9 of 
Wool'^ (1747) it is calculated that “upon a Medium" 
wool is improved fourfold in manufacture, and the writera 
of political arithmetic in the preceding century estimated 
the value of the wool yearly sliorn to be X -,000,000, and 
tljat of tlie woollen manufactui'c X8, 000, 000. hTom 1859 to 
1861 the average annual value of the woollen and worsted 
manufactures is estimated at X 40,000,000, tlie cost of the 
“wool" consumed being about XI 9,000,000. For 1880 
to 1882, however, the proportions are X53,000,000 to 
X23,000,000.^ The ’Mvool" includes certain quantities of 
rags, cotton warps, and woollen ywn, and tlie products 
include yarns and worateds as well as cloth. Still, making 
all allowances, the fall in the cost of manufacture is very 
graat. 

§ 10. Cotton Wool and CoHon Cloth. The displacement 
of wool by cotton — as the hist national manufacture 

» Adam SmiUi, Bk. IV., Cli. IX. * Vol. 11., p. 0G\. 

• EUteon'a Cotton Trade ofOreal UrUain^ p. U4. 
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:( icvnldtioti in I ijuln^trv autl <*r)nimcico. 

uiul a|lnv«ls aiiunil;inl i*\:iiiiji|rs i»| llu* |»ci\vi'r o{ cIiaii«»‘os 
ill vclalivr prii'os. 'I lu> hislorv nf llio cottcui iiiannracltiro 
IS lull >'l ronisiMlit* uimI sluitlin*; corilrastx, and 

iiowlirn* is till* j»o\va*i li’ssiK'ss t»\ ilir Ir^jshit ill <* lo inlcrlcrr 
witli Hal Ural \ahirx im<u<* roiiNjiirinais nor ilu* di'sii'o.s and 
wuaUhrvv i,[ vi sii'd inlrirsis imniv |ii'micimi<*cd, As con* 
liiniiu;^ luii* strilciiii^ fratiiir in ilu* j^nricral vii*\v cd' o<,*n« 

uniiiiit it is iiih-jisiin*^^ \t» in*iii*i> HkiI u Hi<uisa!i<l 

>oar.s till.' invasion of llniain l»y iln* ila* 

loadiiij; j*i*o|i)rs of India uvio luxuHalin;^' in ^rannciits s(» 
liiuj as Id Im* <*a]lod ' Nvovi-n uind.’’ And what is still 
nioip siir[.visin.i' is ihut Ifio lotlon. In whit li this niai v<*lloii.s 
s[)innin;' and wnavino: \vi*n* aji|»liod. was lhe innt*li.(h*s|nscd 
Siiials and still nioio ilosjuscd l*M*n;;als of nuKh'rii tiinos, 

< Kllison. ) I Ursa lala h s won* as line* as any I hut can In* 
iu)'n(*d out at tin* ju'osniil dav hv tin* most |«*rfc(*l tuuolun' 
vry of lann*ashiiv, and indroiL Luiirashin* still wails on 
invohlioii lo satisfy iiiaiiy rif tlio inuiKuiioriid fashions of 
tlio Kasl. I lui mliivaiioM of tin* (*4i|l<iti plant ainl llio ai t 
of spinning rotleni «;iailiially spivad llnonjd, Peusia, 'rui- 
ki*y, (ii't:i‘r*<\ I'.jjypl. Noi'tli Afrira. ancl Spain (iunh*v iIk* 
Savucciis) - ilin slow iiian h of pi<j«;ross fiojii thu Kas{ 
tei tlic WrsI nndor llio h adniNlilp of 'Cniks iiud Saracens 
i« im)>rcssivo — iinlih tenvuid the i nd of ihe sixlccntli <*(*n* 
tury, toUr)u spiniiiii;: was c*s|ahlis|i(nl in Knj;laiid. It is 
noticcahh*. however, llial it was imt lill ihc close of thoci;'lo 
teen 111 ceil 1 11 yv that coi ion yarn was woven inti* cloth exc<‘pl 
with warp spun from wind, llax. or silk. Tlie .Mnindieslej 
cottons of the foinieenth cmitury and euiwahl arc mi \t tires 
of cotton and wool. Kor centuries (he principal use of 
imporlod rottoii was ir> make candle-wicks. Tlie lirsl 
arrival of India eotKui fabric's took place in and 

very soon an outcry was niised that llie woollen and linen 
trades would he ruined. In 1700 the: imjiovt of j>riuted 
calico was prohibited fwiih. «///<, a ))enalty of £'20i} 
on the wearer), and in 1730. goods being all cotton. 
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and therefore pvosinnptively foi'eigii* were luvble to a duty 
of iyd, per 3*ard. 

Ihe tii'st piece of Ihitish calico was made in 1773 
(Ai'kwright), and onicrs for gooiU woi-e flo\>'ing ijt, when 
it was discovered or reinembei*ed that the wearing of 
printed calico was iUeg-al, and that any goods all cotton 
weiH* liable to a high duty. An act of Parliament to re- 
duce tlie dut)' and to repeal the pi-ohibition ^as passed 
** against the strong op^)osition of the manufacturers of 
l^aucashii'c,*’ who had vested interests in mixed fabrics. 

'I'he price of cotton i*elatively to woollen fabiics is 
interesting in two ways. To begin willi> the liulian fabrics 
wei*e fancied in spite of their high prices, and De Foe, of 
all [wople, complained of the “fansie** of the people run- 
ning upon Fast India goods, so that he aval's, half of the 
woollen manufacture was lost. Tlje pi'ohibition of wearing 
India printed calico (unless dyed all blue like the body 
of an ancient Hriton) led to the imitation of cotton with 
linen and other material, and it wa.s the popularity of the 
imitations which 8tiniulate< I the attempts to invent machin- 
ery capable of pi-oducing fabrics entirely of cotton. 

Once, however, the cotton manufacture was fairly 
established at the close of the eighteenth ccntui*}', it was 
the relatively low prices * wliicli led to the enormous expan- 
sion of the trade, which ws\s ojily seriously checked during 
the cotton famine of tlic American Civil War. 

It was the la.pid growth of the cotttjn manufacture that 
carried Eitgland through the great Napoleonic wars, and 
tlie secret of the success was the fall in relative values 
brought about by the great inventions in spinning and 
weaving. Before 1815 the new manufacture of cotton 
had reached an annual value of X30,000,000. 


* Jn 1770 yarn of 40 lianka to Oic ponml cokI 14«. to manufaiaiiw, in 
IBIS only In.; in 1780 y.irn of 100 Imnka to Uie ihhxijO c<»«t to inuimfac- 
ture .348., in 1 B 12 only ' 2 t. l<kf. 

'the progroasive fall in the coal may al>40 he wen by considering tli€ 
proportlonaW coat of Uxe raw material, in 1770, in tlie coarser yan»i ibc 
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V 11 itli c r ffvcn t i ni | » rc » ve 1 1 1 en Is in spi nni 1 1 g mac 1 1 i n c r v 
wcro made l>et\v<H*j» 1S*20 and ami In weaving 

marhinory l>ot\voen 1«o0 ancl 1H45; since tliat time the 
greatest improveinenls liave liceii in Iraiisjjort and the 
<levolo|>nient «'f fon*ign Inuh*. 

'The present iinpnrtnnre ot the cotton inaruifaclurc to 
tile Ihiilrd Kingdom is shown hy a few signillcant ligurcs. 
'riie total export rif eoiion fahries an<l yarn in was 

ahont toH.nOD.OOO, ilie ainonnl of grain ancl llonr imported 
being 000.000. 'I'lins I lie ex|>oi'ls of cotton more 
tliaii pay for all the* grain and (lonr. It is trno tliat tite 
raw rolton imjHnacd eosls over iilT.OOO.OOO* Imt still 
the net halanee of (he cx|ioH is over ^0.000,000, to say 
untiling r)f the home market. Onr total exports of woollen 
and worsti'd manufactures. for 1M0O only reacli C2l,500.000 
whieli falls, short of the value of the wool imt'iorti'd hy 
.i:2,0o0,0nO. 

In t lie beginning of tliuvi»U<ui inaiiufaeturQ the aggn^egatc 
value of cotton, woollen, and linen gootls produced in the 
Ihiilecl Kingdom was al>out €22,000,000: (say) woollen 
XI 7,000.000, linen C-I.0t»0,000,aiid eoltou Xl.000.000: of 
recent years the value has lHH*naUmt €170,000, OOtl, woollen 
C.50.0(10.000, linen €20.UOO.OO(). and cotton €100,000.000. 
Tims tile value of the cotton manufacture has increased a 
luindre<l fold against a threefold increase of wool. (Kllison. ) 
H the attempts to pivitret wr»o| against cotton had succeeded, 
the whole course of Hritish history would have been changed, 
and also llritain's place amongst the nations of the world. 

Two other points deserve sjwcial at tout ion : FirsK the 
great fall in tlic price of the raw cotton, in spite of this 

n>Rt of tlio COUt>n waft 2a. out l»i Uw. ; ill \»l > a WJIS .1K lliucll i\A 1«. Of/. 

out t>C 2 y. 

la n«' ftillins I ►rice of ynm (40 li.inks lo Uicisjuml) wxa lOJ/A, 
llio raw tfialcrial coftHu*; ibiift showiiiu .a fall hi liir cost of rnanufne- 
Inre from \4». ro ami hi tlic n'lativi* in lccK were Opf. and Op/., 
leaving ^ff. fnr cost of inanufacUirc. 

The tiipxTCA rehtirig to chuh .are equally jmerrsllr)?, ^.{r . calicoes wil- 
ing at i:>r. per yard in ISIO having fallen to per yard in 1800 . 
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enormous increase in its use.* From the aver- 

age of micUUing Americun \vas4}'/. per inniiul ; from 1793 to 
1800 prices of American cotton ranged l)ct\vecn 1-7. and 
007. iSVtv>»(//y, llic number of weeks* consumption in 
stock of all kinds of raw cotton at 31st December from 
1871 to 1880 was on the average \'2 with a maximum of 15, 
whilst from 1811 to 18*20 the number of weeks' stock was on 
the average 37 witl^ a maximum of 09, and in the next ten 
.veal's (1821-1830), the average stock was still 36 weeks. 
The organization of industry reudera unnecessary orwa-ste- 
ful the accumulation of circulating capital in the sliape of 
raw mate rial. 2 

The expansion of the Hritish cotton manufacture to its 
present dimensions was only possible thixmgh the develop- 
ment of machinery ami transport, of which the raw mate- 
rials and power are still derived mainly from coal and iron. 

§ 11. Wood^ (Jotdy Iron. Fire is not only a neces- 
sary of life in providing warmth and in cooking food, but 
is still the foundation of most of the arts in tlie working 
of metals. In the economic lilstory of Kngland we (iiid 
that for household piupases woo<l was for centuries tho 
ordinary fuel, supplemented in some places by turfs and 
sedge, and }>artially by charcoal ami sea-coal. With regard 
to firawood, the proverb holds good literally, that there ait* 
fagots and fagots* and 4is Rogers found, prices are hard to 

> See Ellison. f>,>. eit.. Appendix, 1'aWc No. I., for prices bom IKll u* 
1 ») 4 . 

*‘*Tlic cotton plftut,*' w>« AUaiii Sinilli, in di«i»urKin« on llic dis- 
covery of the West Indies, “AffoixlCTl llu* mole rial of a very imporUmt 
manufacture, and w.-w itl that lienc to ICMro|)ca*i« uinlouUiedly the iiiost 
valuable of :UI the ve^taUo pr<Mluctioim of those islands. Ihil th<in;th in 
the end of the fifteenth century the imiHlhia and other cotton goods of the 
East Indlex were much estceriicd, the cotton mamifaciure iixcif wan no i 
ciilllvatod In any part of it" (Hook IV.. Chap. VII.. Mcrul loch's eili- 
tion, |). 261). Adam Sin III i makes wverul refereuct'H to the cotton 
imuiafaeinrc (Ihid., pp. 261, 200), nutl it is infXjiUcable how his editor, 
McCulloch, idiould have given currency to the oft-<|U«jlcd opinion that Dr. 
Smith has not made any allusion, either here or in any other part of Ins 
work, to the cotton manufacture p. 114). 
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iiitcrjin't, Init tin* general niovoineiiL is clear. ‘'Coals/' 
said Ailain Smith, “are a li^ss agreenhle fuel lliaii wooil. 
and tliey are said lo lx* less wficilestane. 1*1 le exjK'iise of 
l oals, llier<‘l’.ii(!, al llie plaee u h<-re ifiey are ionsiinual must 
Kohejally li*>s (haii ll.at of wood." Sea-c^oal ind<*e<l 
disjdaeeil wood siiM|»ly hy ils ineivasiii^r relative e|jea|iness. 

'J’ln* (ran.sition to M*a«etml was made lliron;;), eliaieoal — 
eliareoal l.nniiu;' is one of iheiiKKst aneienl of industries^ 
aii<l the relative j)ri<Ts sliow tin* )*roeess of di.sjila<'Oinuiit, 
I>iiriu.c» llie \\).»>le |»erind frcjiii lo8d to I7ns, s;ivs Uotjers, 
iIm^ j>iiec of eliareoal stenrlily rises, till in llie Iasi thirty 
years it is leoidaily nearly three limes as dear as it was 
at the heginnliijr. 'I',, i.^he a )iartieiilar eNamjile. the aver- 
aitir of sea-eo:d al Kion from to was oUfi, ‘JJ. j,er 

ulialdmn, tlie average fioiii Mj\K\ lo ITOii was Ir^., 

whilst ehairoal r<we fnnn ‘i]7. the loatl in the earlier 

)jeilt)d to o«ix. in tli<* later. 


'riie snhstitntiiHi of sea-eoal for t^tlier forms of fuel for 
domestic use is. however, of eomjKirutively small imjjoi- 
lanee c'r.m[iar«'d with the use of eoal in (lie arts, .nml es|ie- 
eially in workinj* iron. 

If ilie s|Mril of man is the soul of imhtsirv, iron and tiro 
are Its honi's and its hreath. 'The rec ords of Ko^ers .show 
that ir«m ami steel (asset* or acler i.s the An^lo-Korriian) 
are llu* most iiniiorlanl materials in the mediaeval eeonomy. 
rhe h.iHijT hnys (he raw maleriah and llie village smith 
fashions it. I he most frccjnenl evidence of the seasons is 
th(! inmeased cost of iitni. due to (he dryness of the snm- 
merand tlic "rrater wear of the |doii;rl,s4. 'j'|ie |n ire of iron 
rises, just as tlic price of salt falls, (hrcmjrli a dry season. 

“ In the whole lange of the science of pnhlic ceoiiomy/* 
says I'ortcr, “ (hei'c is no principle moiv elcaily demon- 
strable than the advantage of possessing, at tlic cheapest i)OS' 
sible rale, the raw materials of mamifHclnre ; and of all (lie 
materials there is notone (uMles.s indeed food l>c considered) 
which is of inoi*e nnivei'sal importance than iron.” * 

' I*ro<fns6 o/tht .Vrtfro«, p, 2JI0. 
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lion was imported from Spain in 1282» and Kegel’s 
repeats u story thsvt llic last considei’able contract for 
Sjianlsh iron was for the rails round St. Pauls in the 
rngn of Anne. That story may once have been true ; but 
since the death of Queen Anne much has happened, and 
the United Kingdom now imports from Spain more than 
^3,000,000 of iron ore. 'I 'he pnncijml ICnglisli iron for a 
long period was known as ‘'forest" imn. The name is 
significant — “ forest '* iron shows lunv narrowly Kngland 
escaped the loss of industrial siipi’emac}*.’ Fortunately 
for the development of lier manufactui-es, after England 
had wasted her foies ts. the use of coal was rendered practi- 
cable, and coal and iron fields were discovered to ho in 
close proximity. 

The difliculty of working iron in earlier periods is 
shown by the relative prices of iron and lead. Thi'ough- 
out the whole of the period covered hy Uogers* s researches 
(1260-1702) the price of wiouglit iron is alKiut double 
that of lead, whilst during the last thirty yeais (18 1 0-1000) 
the price of leatl ha.s l)een inoie tlian double tbut of 
iron. 

'I'here was a great fall in all hai-dwai-e prices from 1820 
to 1868, indicating great improvements in manufacture. 

The pi’csent position of the British coal and iron trades 
is of peculiar interest if not of danger. Tlie total exports 
from the United Kingdom of ij*on and steel in 1890 
wivi over i:28,000,000, of which nearly Xo, 000,000 was 
pig-iron. In addition, machinury to tlie value of over 
XI 9,000,000, and coals and cindci-s over 1 26,000,000 
were exported. The exports of coal alone exceeded by 
nearly X 2,000,000 the whole of our exporU of woollen 

• At ilie beginning of tlic ciglUccMth century it in rfjmntHl tlwl two- 
tlilitia of the iron in um was jn)|K)rtc><1. and that iho forcnis wciv b< ing 
destroyed. In spite of Icgjulation. or in lack of ilic right kiml, il»e di- 
atniction of the foreals continued, much lo the niann of iIiohc who ii 
the oak the mainstay of the Drlitoh iniwer of ilic wa. to ttny noth mg o 
the tannin of the bark for leatlior. 
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"oods. o[\ slati'd it) iiiiodirr ivluliini, r>nr exports of coal 
just paid for c»iir iinpoits of wool. 

I lu* rsliauslliiu of cnii* r<ial and iron fudils nin}' peiliaps 
hv nuU \>y I In* fn irioipio of fortuity, as in the case of our 
lorols or f*y tlio )»roi;ivxs of srietici' ; it <lors Tjot scoiu as 
if any sriicnis aMrtnpl would Ih* niado (o luc'td it hy legis- 
lation. 

It is, ]u*rha|i>. worlfi irralllii*^' (liat Atinm Smith, wliilst 
disa[.pi<»\in;r ,,f if„. j.roliilijlion c»l' the? «'X|>oi (alioii <d wool, 
'tronoly appiovrd t*l liravv o\|Hirl <lntir?». Mo even <favo 
siiili d(itj<>s till* hiolM'^l praise. Mis reaAonin^^ ini;;lit 
he i( Implied uilfi nHII ;4re5Mer foi-c*e to coal. TIu! elTocts 
nf ilie ri^eeiil rise in tin* jiHee of roal aiul of the ('peniji^ 
of new inajUets are Ion fivsh In i>‘i|ciir<' further emphasis. 
It may, however, U* [inipco* to indieatc* that in Tualtersof 
linaJK'e for every ilien* is a r>i«ovoand that develf))*- 

numl under tfie ^.otidance of taxatiem lias not heen very 
smTessfiil in tin* pa^it. A ehei h In i’Xj«irts iiK'aiis a cheek 
to imports an exj'ort duty on coal nii;^dit he met hy 
selliie^' at hi^iher prices In tlii> home eonsnmer than Ir) the 
forei^mor, and lo c'heek procliKUion. ||i<* duly must lower 
juiers rf.nsiderahly. .\hnN<. all such a duly would ap- 
pear, to the foieiiinei* at any mle, as an infringement of 
fr(*e I rade. 

I he rlillienlt prohleinsnf taxation are, however, reserved 
for tile next lM»<»k. 

I he (‘r)nsideiutioii of the prices of iron and coal natm 
rally leacls to the coii'-idcralioji of the cost of <arriage. and 
the trandtion may U' niad<* with (he olworvalion that 
.\dam Smith approveil of l)OMiitic*a Ikuii^ ^ivcti on the 
transport of coal fmm plac*es in whic'h it was ahundant 
to places within the eoniitry where it was scanjc — another 
instaueo of his partiality lo theoretical exceptions to free 
trade. 

^1:2. /Vov« of a,,,} The history of 

the prices of the transport of all kinds of ha|r|»age f includ- 
ing man and l)cast) forms one of the main strands of the 
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history of coinniorcc- The records of Uogei-s again tlirow 
abundant light on the earlier periods* and lie appears in 
this case to have been very happy* and at any i*ate suggest- 
ive, in his commentaries. In I he fu-st period (12GO-HOO) 
the cost of carrying grain by cart witli two horses and a 
man \ras about a penny a ton per mile** a rate whicli indi- 
cates not only that the supply of such a service was abun- 
dant, but that the roads were good. The same )‘ate seems 
to have prevailed up to 1642, when the geneml rise in 
prices began. It must not be supposed, however, that the 
sweet simplicity of a i>enny per mile, per ton, was a cus- 
tomary charge ; on the contrary, wcliave the beginnings of 
classifications according to bulk* value, and ^‘what the 
tiaffic will bear.'* Heavy goods* e.//., tiles and lend, cost 
something under 27. a mile* while wine varies from 27. to 
47. Hegel'S finds evidence in his prices tliat after the 
Ilefomation* tho roads deteriomlcd, and he ascribes their 
mediaeval goodness largely to the influence of the Churcli, 
thi'ough the necessities of its organisation an<l the manage- 
ment of its widely scattered domains. 

Tlie cost of carriage by river was on the wliolc about 
one-sixth of that of land carriage, this difference being 
one of tho chief causes of the growth of the commerce 
and weal til of London, which di*ew clioap supplies from 
the Thames. 

From 1683 to 1G13 the cost of carriage of a ton of fire- 
wood was about 6] 7. per mile, and during the next thirty 
years 8J7., and by the end of tho century a .shilling per 
ton per mile is a common rate. For moi*e valuable articles 
and less bulky, the common carrier probably received double 
these prices. 

Water carriage bears its old proportion of about onc-sixth 
of that of land carriage at the beginning of the |>criod 
1699), and is about 17. jier ton |)er mile, but 60 years later 
it has risen to 47. (for the same article, the same journey). 

The eighteenth century saw not only the beginnings of 
* Vol. I.* p. C68. * Vol. IV., P 111- 





« i.) 


in mads hni uI.m* ilio insiiuHioik of cMimls. It 
Is Iruo llial Aillinr In a ('cdi*l>ra(«*d |>assam* dcsc j iljc'S 

sciino nuid-s ns *• infi'Jii.il,'* aii<l llu? Ir-iislalion n';;ahUiig 
lii^lnvays lH*;irs luw his di's<*i'i|niMn. Wluni vulia lus uem 
allawcd u> t*s<*a|n* wlili liall llu' usiuil tolls if ihi* wliccl 
and liind \vln*r) t(»o<*|lM*rsliMiild yn]] tin a sjinn* sixtri*ji ijiv)ii*s 
in broadlhd iIm* i*X|M*n«*n« i* of *lrrji nilsinnsi lia w f>i.*on con* 
siduiai»l«'. 'I’ln* viilooy of iIm* loads of laii^laiid l>v Henry 
I lomor ’^t Ynini;;’.sc'nnii*iii|«M'ary ) a fun* all only ;;«ics |o|irove 
lliat liie l>;nliu*ss of mads was iidali vi\ and Hint llic Unlnosof 

like lK*oit)|]iiko was in tliis tv alHUM donMr that of tlio 

<011! of tin* ceiilnry. " ICverylliiiio w^siis the facu' <if Dis- 
|ia(rli is an <Mld d«'srrij»iion of iIm* roaiU <»l Knolaml heloro 
they w*‘iv made hy 'IVIfrj* anti Msii'aduin. 

Avtlim N oiino'.s aei iMint of nwnlsof Ireluml 

•Imiii^f ills lour is siio^'estivr. Jn tikaiiy ivsjn'cls the at;n’» 
eiiltum was iMdiiml ikiri 1 ia*val nii'tlkotK. Imt ihi* I'onntrv 
loads were far hotter than th.^se of Knnland at the close 
t)f the ei^htksMilIk reiihivv. It is lein(*lino ifi c*\leiirl lh <5 
inferciire of I fioridd Ito*;er>, ainl to iiiiaijiiie that the 
roads were ^o»od. iHs-ause Ireland hatl eseaiKMl (Ik* Refor- 
mation. 

It seems* lnkwever. ihai ilie exeellmiee was dm* jiartly to 
the ifeneral nsc! of lwo»\vlnThs| orkediorse carts in jjiaee of 
heavy wajjytnks.*^ ami iik jiart diiu to IcmmI nianatjement he* 
iiiff exercised in (he loeal intcaesl ; Uitln it may l>e. iiiedia’Val 
onstoms. I ho liini|iihes *rf Ik*eland were not ;;t)otl. 
turnfiike in Indaiid is a syironyimms term for a vile rt>ach 
which is the more exlraonliikaky, as the live <mes ;iie the 
finest in the worhl. It is the efTiil of johs and imj»tisi(it>n.s 
which disgrace (lie* kingdom: (he lavseiidnent (loealj 
roatls ^ht>^v wlial may lx; clone, ami render these villainous 
Inriijiikes the more disgusting.*** AKhnr Voniig'.s eah-n- 
lations and oljser vat ions seem to show that in Kngland 
instead of jnogi-css there had I icon retrogmssion in tlic 

‘ M.-xcrliPTSAji. VmL 111.. 41*5. •' Voujiir. Tonr^n f.-thnu}. Vo!. It. {i. Hi, 

^ Cunnhijjliani, Vol. IL. y. :57*i. * /W., Vol. I.. |i. 110, 



IMiOGUEs^S AXn UKLATIVK I* It ICRS. 03 

matter of traiis[)ort of heavy <;oo<ls bv roatls.* 'I'he author 
of the Pyo»ire$s of f hr ixiso ivcorcls that in 1708 

)ie left the town of (losport at one o'clock of llie niortiing 
in the " Telegi*aph," a *• fast coacli," .and arrived at Char- 
ing Cross at eight in the evening, ihn.s occupying nineteen 
hours in tiAvelling eighty miles — a little over four miles 
an horn*. 

By 1837 there were in linglaiul 54 four*horse and 4^ 
pair-hoi-se mail coaches.^ The greatest avemge S 2 >eed of 
any was lO'J miles per hour, the slowest 6 miles, and the 
average 8j. The number of stage-coaches, including mails, 
in 1837 was 3028, and of this number lialf began or ended 
their journeys in London. The faivs per mile were 2d. 
to 3d. 

England had always luul the gi*eat commercial advan- 
tage of easy access to carriage by water cither by the sea 
or navigable rivers; in most places being not more than 
ten miles distant. 

Our viability immemf bad always excited the envy of 
our neighbours and enemies. Altbougli some efforts were 
made at earlier periods («.//•♦ before 108G), the greatest 
era of canal construction in England was during the latter 
half of the eighteenth century.* The Duke of Bridgewater 
obtained his fii^st Act of Parliament in 1750, and in 17GI 
Brindley had constructed his “ castle in t)xo *dr, as tlie 
scoffers called tlio aqueduct bridge for Ins canal over the 
navigable I r well, and the wondering spectators saw ves- 
sels sailing aloft in the air. Befoi-c their efface merit by 
railways, the navigable canals in England alone exceeded 
2200 miles in length, 400 miles longer tlmii the navigable 
rivew. 

The cxtcnsioir of the Bridgewater canal to Liverpool 
affoixls a good illustration of the economy of transpoil. 
The cost of carriage per ton fell to 6«. as compared u itli 
12s., the charge by the Mersey and Ii well, and with 40m., 

‘ Yo ung, Tour in Mand, VoL 1 1. , pi>. 8 J -S3. * Ml p. 

* Porter, p, 200. * M.-icpUt-rtou. ''ol. I., p. 
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I lie ]mvr of l:in<l K-.tnUv^v. •• Navl*jaMo canals,*' «aiil 
.\<lajii Sinilli, '‘arc amori^ llio •^rciiivsl of all im])rovc- 
mauls, uihI .MarjjlicJ>>4Ui, wlio roiifcsscs he is lujt ofuui 
;,oilUy <•! naiisiTihinj; jMirirv, nuulcsi'erMls in a footnote to 
the verse of Mrs. KaiUuild.' 

I \u‘. jon t»f I ail ways lor iaiuils is loo familiar au 

iiisiani'o ol the |Ki\ver of rc'lalive valiie.s Ut revolutionise 
< <unuierre to iiei^cl unirli eN|»lanaliiin. 'J’lic* case of Man 
<'lu'sU‘r ami Livcr|MM»l may aoniii 1 a; taken. 'Hie immedi- 
ale cllei l ‘if I he* o|ienin;; t»f this line was a savinj^ of a 
• juarter of a niiHioii a year in lraus|ioil, viz., at llie rales of 
•X. uJ. rarli |o )»as.seji”ei*s, d»/. jier Ion on nieicliaiulise, 
ancl*Jy. per Ion tui < *kiI. 'Dm* example was eonla^iions. The 
value to Im* asc ribed to the .saviii;r of time is nnforlunalely 
iueapahle of esliiiialjon hv any of ihe ordinary rules of po- 
litieal avilhmetii*. 'I he reriuit piojiosjil (o make a momerail 
(all Tiuxlcun marveU serin to ivipnre a liyhrid laii^nia^'e hn* 
iheir monsiroiisness) lo I'onvev passenjjeis fjoiu Man* 
ehester to Liverpool in tw<*nly minnlcs seiuus to imli« 
<‘ale lhal llie further eroiirmiy of iiim; has also mojiev in 
a. 

It is in the development ‘d lransp<»rt ami the means ol 
eoinmniiieatioM that the pvt^^eiit r'eiilury most <»vc*rl>)l»j ils 
[HedecussoiN. li eosl the mediaeval man a silver ])enny In 
i‘avry a Ion of j^oaiti a mile by r*Mid. 'J'lie can ia^e of some 


* M.Si •ft' t’i'f . V«»l, III,. (I. .’M.'i, 

llvrv !•« |Mrr 

*• *riiv of ImiI wlrli jimjiy a wrary Mn)k<* 

Srriup till' ImnI IxMUiiii of Iho M»IUI rork, 

III*' *4i'iiuiK of III' miwilliii:; I1 «m«| 

'rhioo::U iKr liheMi lumors of ihc wchhI. 

Now rlioaivli n»i' iicildrii v^insof (mmIi liny flow 
Ami visa Mil|il>'roi|s. mijicft ^okJ r^ivvs Iw-low ; 

Till* tliM'CUr MrraiM^olicy cli<* :niuliie.f 
Ami >r>cl.*il plvnry i irplis mum I llu* Jjiml.*' 

Tf tliaps the ecoimmUt of the next cciioiry may find our railways as 
various as canals, aud our Kipltn" as Mrs. UarUauUI. 
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goods was cheaper — of othei's dearer — in incclia 2 val limes : 
then, also, as already indicated, thei'e wore classifications 
of rates. But a penny per ton per mile ma}' be considered 
fairly representative. 

At tlie pi'esent time a penny [kt ton per mile by rail\va 3 ' 
may also be considered a fairly representative estimate 
when the fractions are i>ared off and tlic classifications 
averaged. The average cost of freight in all the United 
States is said to be onl)' 0.8 cents, or less than a halfpenny 
per ton-mile.^ In England the rates arc higher, making 
an extremely rough estimation of all traffic probably 50 
to 75 per cent higher than in the United States.® In 
South Australia ® the average rate per ton-mile is l.lScf., 
in Now South Wales 1.44c7. A recent estimate of dif- 
ferent European countries gave 1.01 per mile-ton.^ 

Tlius making u reugh calculation, we may fairly say that 
the modern penny will carry for a mile by railway the ton 
of goods which the nicdi,i*val penny would carry by road. 
But without going again into the difficulties of measuring 
the relative values of money at different periods, it needs 
no demonstration that llie silver penny of tlic Middle Ages 
represented a far greater real cost thait its modern name- 
sake — a cai'i)e liter, for example, at the present day earns 
as many pennies in an iiour as his inediiuval prcdeccssoi* 
earned in three days per day Iwi ng tlie mcdiiuval 

rate before tlie Plague). 

It is, howevci', liardly necessary to observe that the 
cheapness of reihvay treffic is only one of its advantages — 
there is also the economy of time and the higher devedop- 
ment of the wliolo machinery of exchange. Tlic modern 
penny will not only carry a ton-mile of goods, but will send 
a letter beyond the limits of the medieval world ; wlnlst 
the present high-speed means of communication by tcle- 

^ Mayo-Smllli, Slatintics in Kconomics, p. *J07. 

^ Hadley, If ait road TrangportrtiioHt p. 1.08. 

* StalUlical Journal, March, 1000: IlowcH on Uailwuys.” 

* Jean, Jladuaff Prubleins, p. S77. 
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gra]»Ii anil l<‘U*|ilMau» t'Xv. wnv U*yoinl llie liinils of tho 
nirilia*val iina'*iimtinii. In iIh* Kasitnai of aii(i4|uity. 

if only tiiiM* Nvri'i* allowt'fl. marvi'l.s of ccojstnictinn and 
jiiai vi'Is of inaiinfiii'iuro inij'lil 1 h* cxforlial fioin musses of 
sei'vili* lalhoir: l>n 1 no ainouiil of lulioinHiiiio conlil bu 
i*«m\i*rtrd into mn \ i'l<K ilk*s. Tlio croiMimy of limr 
arul tlio i^contuMv of lalMiiir have Iktii llio jjivatcst ju'o- 
in<»l<as nf luodrjii iiivrjilions. 

^ 1 m , O'i .tH I'tui-jhlx . — a ttu>f IhffortA. 

'I lio M'u lias Ih'i'Ji wrl) < alli il lliu o|vat frcu*triulur. Tlic 
roitii»rn«ion of l ai;;ll«^h i"iil\vay> * wiili iliu sea aooonnls 
for many of ilu* mriotis anomalies ju froi;»Iil. /'.//„ lliat llic 
saiiu' j^foMtls ran In* srni dislain i's at cliea|ier j'Utes. 

1 1 woiiIJ, of rcmr-i*. In* easy |o roiii|i:uH* tin* <*<»st of <Mrriao(* 
hy rail ami l»y M*a iNauvmi (»•../•> Ivliiilanxli ami lamdoii, 
i»t )iav(i<*nlai kinds i»r oomls: 1ml il is iiiipossililo esU> 
male <*veii nmolily an aveia^'r rale for all (H'ran frcfy:Iiis. 
Itaihvays have lo a ;;real c'xlenl djs|»larecl <*aiial.s. In tin* 

I iiiti ii Stall's -II |H*r <'i*n1 of tin* ruhals c oustrnclo<l liud 
Ijeen ahamloimil hy isstl. Ilnl in ‘(enejal railways ami 
ocean slii|»|»ino are snp|»U'nii*nlaiy rallier than anta^miiistie. 
and it has Inm'II ralnilalrd llial llie wrijliTs loiiliu^^e of 
freiglit \vay:oons or i ail roads Is ahotit llie same ns the 
t<>nhao(» f,f ;ki| ihe slil|ks on lln? sea -- naiiielv, ahonl 
3o,n00.non.- 

In dealing with shipping ami prices it may lx* pennitteil 
lo ado)a the invm'se iiiethoil. hiiHiio i)i<j Isisl (ifiy years 
a complete n* volution lias taken place in sliippincf. 'J'lie 
displai i'Uienl of sail in j; vessels l»y sieainers lias heen eon- 
timions. As late as l^oO tin* sajlini^ toiiiiaj^*of llie worM 
was 0].-2 of the total, in iROo it was 27 .!t only. In the 
year 1000 there ^vciv hnildin*; in the I'lilted Kinp;- 
dom l,:Wd,7ol tons of shipping, in the [iroporlion of 
1,20 1.407 steam to 02-74 sail, 'riiis sn>>s(ilntion of steam 
for .sail has lK*en accr>in|>aniec], and largely caused, by a 

' CirkTSMil- WroVr^«/» //Wm'*. p. :X», |. * 

• Mayo-SioitU, .SOtt/xtlr.’f nmt Kcnttoifttr*. p, *271. 
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nidical cluuige in iniUeml, sjz<?, niucliiiiei-y, speed. The 
resultant effect of all these changes 1ms licen that many 
typical freights ai-o oiie*third or one-fourth of wliat they 
were fifty years ago. The chief factors in this great reduc- 
tion have been the economy of time and the various 
“ internal economies " of laige steam vessels. The rates 
of insurance have also fallen with security. Tlie influence 
of insecurity, as iu u'ar, upon freights was well sliown at 
the beginning of the nineteenth century, when freights 
rose about fourfold. 

The investigations of Sir Robert Giffen on the excess of 
the value of imports over that of exports give the materials 
for a comparison of progress in shipping and fj^eights be- 
tween 1880-18S1 and 1898, and also indicate in the style in 
wliich lie excels, the largei* questions involved. In the 
earlier paper (188d) he estimated that taking the foroign 
trade of the u'liole world, the imports exceed the exports 
by about ^160,000,000. This difference in the gross 
values of identical tilings is accounted for by the differ- 
ence in place; the exports being valued at the place of 
shipment and the imports at the place of arrival. Thus 
the *£1(30,000,000 gives rouglily the cost of ocean freights. 
In tlie later paper (1890) it is stated that the figure had 
remained about the same. K very thing, at the same time, 
tends to show that there liad been during the period an 
enormous increase in tlie volume of trade, so that there 
must have been a corresjwnding fall in the rate of freights 
if the total is the same. To take an important example — 
grain — the full in freight api>ean> to liave been nearly 
one-half, from New York to the United Kingdom from 
C«. to 3®. 9d, per quarter; from San Francisco from fids. Ocf. 
to 259 . per ton ; from Odessa, from 20«. to 11s. per quarter. 

The progress of shipping in England over long i>eriods 
may be ilhistratod by reference to an account of the 
exports and imports for 1354.* The total exports were in 
^ value ^212,388 6#., on which customs duties of 81,846 
* Quoted by Macpliersoii. Vol. I., S&T 

voj.. Ill, — ri 
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'['Is. '2fi. wvw i.aicl. '1*1 K- iiTijioits \vci»‘ lOx. lOr^ 

ami U»' inijxnl lix. Nr/. In Is'is ih,. iin|,Hi'ts 

iiiln Kijj;lan<l and Wales wen! |iil»,(jaO. ami lliv ex* 

jioits (of home jmulnee ) 

We know widi a|>|»n»xiinale reiiaiiHy. that the inesont 
|>o|inlalioii of KnylamI jjives a value of ex)>oris and impui ts 
|K'r liead of nearly t weuly*Uvt» stiuliijo. )ai|ae 

latiou c»f nu^ilkeval Kii;;laml is a mailer of <li.s|KUeJ If for 
llu* year in ^|ue^lion ( |:ri.|) \u> take il as :J.OOiM>OU (a low 
esliniale) this would oivn the value of I he total foreio'ii Hade 
as in. '2i/. \fvr head. 'I'he tuodeni iu* rea.si? is thus neariv 
four humiretl fold in nominal value, aufl whatever “multi- 
)rli<*r We lake to e»mv**rt iiu'clia'val into unxleru values 
< Ko;;ers sometimes lakes t widve, soiueilmes eioht > we ilo 
uoi iiierease wry mmdi die* relative imjKutam-e of medie- 
val for<‘iou trade, [u lheaee<mut c|Uo(ed, imleed, lln'^^reat- 
e.st pari of the tra<le I NO |H«reelil ) j.s w<hiI valueil at 4<L j*ei 
jioumk whilst ilie present priee of a simihir «[ualitv wouhl 
prolulily not In* 87. |h*i* |H)und. jHirlicidar iustamaj is 
in some respeels more strikinj; lliau a ^uo.ss lr)tal. In liW 
muniti<uis w<uxj sent from Urisiol to Carnarvou (.’asth*. 

'1 he ship wilh its eom|i|enieiit td sailors i.s fiirecl at less 
tliau a clay, whieh .sliows uol so rumdi that fi‘ci<(Ijts were 
low as that sliips were small. 

S 14. OrHrriff fonr/NHif,n. In the preceding' hooks 
il lias lieeii sliown that c‘xehaiioc is lot^icall^* part of 
production. In a survey of eeoiiomic' pn^jjivss tliis inter- 
eoimcction <»f eommeno ami pnidueliou in llie narrow 
meaning cjf tin* term i.s |K*rliaj« the most strikiuo eliarac- 
teristie. 'I’lic? eoiuimuce <»f the towns imjm>vos tlieeonn- 
try. aud the coiumerco of the world iiupr<»ves the towns — 
there wc liavc c<»ndcnsed the Inrjfer part of ec<m<unic 
history. But all commerce depends on relative prices ; If 
lelativc prices differ in any two countries, a trade will 
naturally arise, unless it is pi-e veil led hy cost of carriufje. 
tlie imposition of duties, or other Iiindrauce.s. lii the 
* <’/. Cuniiiriuham, VoL ll,. p. aai. 
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course oC proga-ss, however, these liiiianuices on the wliole 
tend to diminish, nml thus smaller differences in lelative 
ju iees aic sulhcient to civate a trade. 

But co»vei‘seh% aUo, llie disai)|>eavai)cc of difl'crauccs in 
relative prices nujst cause a tnulc to cease. For tlie 
United Kingdom this is a fact of vital imjiortance. The 
world's market governs the particular markets of particular 
countries. Chauges of graater magnitude now occur with 
gwater frequency than ever before. A nation, to retain 
its lead in Industrial supremacy, must always be the fii'st in 
adaptation and the quickest in mobility. 



CirAPTKU V. 


UKNT A\i> i>ir<M;i:KS5;. 

5^ 1, fu'ttf ft* it ^l4utxitft' ••t /V<»r//v^*jf. It wjis i^oiicrnllv 

Jnjiiiilainril l»y iIm* oc<*ti<ni»isls <»f tin* scvcJiteurilii 

(•I'liUirv, /•.//., iN'Hy. I hat rvui was the ci'itcrioii of 

|ni»s|K*rily, HIM I a ris** im ih'UI the muosL svj:u of <no\viji"‘ 
wralllij ahil lliis o]>[oioii was xtill strori^^ly in tfa? 

siM'iiiotl <nily loo Jiatmal to infer 
tlial \vliali5ver rai«sl roiiis inrrcMSfnt llio iialiouiil |nosj>crity. 
ami that wIuiIovit Itjwohsl iviils was a national evil. Il(*iils 
Ciiine to 1 m* ivjfaMhMl ns tho |»nM(!i]>al soiiivo of (Ijy <leiiinii<l 
for c DuniKMliiies : if i-mils iom*. ||k> lainUonls Imhii^^IH inniv 
of llu* slio|jkce|K‘rs, these ajjaln of tho wliolcsalo dealers, 
and tliesoof llio nianofaetiihO's : if reiiLs fell. 'Mlie lan(Ur>id 
most disni)()ojnt I lie Imdesmen ho deals willi, the trades* 
men llirir wholesale <]e;de]'s and nienOianls* In* winch 
means the iiiisehief eiivuhitcs, and hy an ujdja|i|*v edmiti of 
eims<‘<[mmres one delielonev extends itself to an inconceiv- 
able lenoih and |»rochues manv.'** 

'1 he author of the Jfi mu/fit •>/ Wo>»f ( 17*47) |>iiekcd many 
eeonomie hnbhles* ami was often approved of by Adam 
Smitb. but he lakes it for onmted that a fall in rent is a 
natiotjal ealamily. "As the landed is the* most consider- 
able national interest, so that of iKistiiro ground is the njost 
valualde of the lundisl, and wool the principal article for 
the support of lK)fcli.*** It is true that he distirjgnislics 
Ijetwoon a low |n*ice due to ahun<hincc and a low price due 
to prohibition of ox|>ort: in tlu! former case he seems to 
tliink (contrary, however, to all the experiences of Knglish 

• 7*A<» IJurofufkin- ft r»»5/V^*, ifi SiuUh's uf X^'tttit, \*ol< 

U . p. r»2a. ^ ptui.. !►- .vvi. 
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agriculture befoi'c free ti*ade) fluvt the clieainiess will be 
neutralised the abundance: but in the latter he liuds 
no compensation — tlie landlords and the mischief 

circulates. 

The bounty on the exi>ort of coni and tlio prohibition 
or discouragement of iinjwi't by duties were primarily 
intended to benelit the landed intei'est and raise rents, 
although attemi)ts were made to show that indirectly on 
the average the consumer would also bcne/it. Protection 
to the landed interest I'einamed the corner-stone of Knglisli 
coinmeieial policy up to the repeal of the Com Laws. 

J‘h*om that time onward, liowever, largely owing to the 
influence of J. S. Mill, the increase of i^ent has been re- 
garded popularly as an evil) although the necessary or 
natural concomitant of industrial progress — an opinioji 
which was pushed to its logical extt'croe in Ileniy George’s 
' and Poverty. In this work we liave the exact 

opposite of the old seventeenth-century doctrines. The 
land-owners absorb by their rents the wealth whicli ought 
to relieve the labouring poor; rent instead of being tlie 
source of national prosperity is tlie cause of national 
poverty; the landlords gain, and the mischief circulates.! 

The truth is — as shown in the iheoietical analysis of 
tlio preceding books — tliat tlie term “rent'* covers several 
totally distinct economic conceptions, and a rise of rent 
may or may not be a sign of progi'ess and of national pios^ 
perity according to the variations in its natuio and causes. 
No economist has appreciated this truth better than Adam 
Smitli.. AUhougli, as usual, Ins language is lacking in the 
precision of modern theory, it may be doubled if any ini]>or- 
tant species of rent has escaped his attention. 

I propose, as in the last chapter, in the first place, to 
apply the historical method, taking advantage, however, of 
modern analysis to provide guiding hypotheses. 

It is a matter for regret that Hegel’s has collected no 
materials for urban rents, and gives very scanty references 
to actual agi’icultuml rents or sales of land. On the other 
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Iminl, llu* I’mTospcuHliiij; work of N'iroinic l)‘Avoiic'l for 
Kraijc i! is |»ai(ii*uIjM'lv ru li. and I willi a rentark.ahle 

iijstann* lakrti fnMii lln» fiislnrvof llu* inliau laiul of I'aris. 
wliic h will M*rvi» In illnxinih* (lu* tlji'cny and li<jlil^*n tlic 
oxiuisiiiunJ 

^ itttif I t’ftttn it i'*tinhhiu-nt>i. In l-o4 aii 

ICn^^lisli sluu'inakrr living' in I'aris iHiiiglit a piece c>r land 
at Hie conu'i' of Hie M< nil marl re and (jf the 

slna'l Herefeiv. 'I’lie land was uIhuii nin: Kindish acres 
in exlenl, and was nsi*il fm* growing vogetaliles for 
Hie Tarls inarkel. 'riieniiiinal rent was :i4n fraiu s and Hie 
I'aplial value oUnn franc's. In l-ill Hiis artisan and liis 
wife' gave tlie land 1«» lln* llolrl-hicni in exeliaiige for 
eprlain juayers aflc*r llieir rlealli and fnr Hie right of being 
sn))[iorlrd during Hieir Iivc*s as ••hrc^lluTs and sisters of 
Hie liosjnt*e.*‘ 'I'lie liospire ilself at (ir>( eonld not gix*ally 
eongratniale ilsc*lf on llu* iKirgain, hn tfu* rent fell nntil in 
abont two (*(*iitiiries it had ]'e:u'h(*cl cinc'H'io'lilh of its 
former valnc*. Hu' si\ ac-rc's lieiiig let in for >^2 

fraiies in plarc* of i2lo. In the eonrsc* of another oeiihirv« 
ir>Hh tin* rent r<»se lo TX francs, and hv Idd7 tlie llguivs 
liad flllainc'd l4T:i franc-s. hi 170:; ami 170:1 the liospiir, 
unmindfed cd tlie c lianecs of nneanied inerenicnts, si»ld Hie 
land ill (wo porticais at a loss in eapllal value of 'JtJ per 
(ienl c'oiniiaved with 10:57 ^say 00,nn0 franes as against 
To,0n0. 'Phe presc'ht ( ) ea|>ilal value of tlie land is 
staled by Vicfiinlc* I>'A\4*nc*l as 27.000. 000 of francs a 
rise of over 400 times in value having taken place in the 

last l*2r> vc*arR.* 

% 

'Phis exain[)h* lias the advantage* of showing Hiat a rise 
in the rental of land, even In or near a large city, is hy 
no means eontinnons or inevitahlc. though it also sliows 

* Vjc<»inr«' Vnl. t . |;k It Oh IV . 

p. 420 . 

•A** I writf*. mi illn^rnlidu is Iiy Mu* nufiury into ibo Sr. 

Mnry lo SrmuM ctiaritU^s. A alfi of Inml Irft in rlio year J0<>7 U> Alice 
I.ovetlay, value i:7 per aniuiiii. now ]*r<Miucr>< 
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that rtiidei' certain cotxUtioiis the rise luay be enoi mous in 
a comparatively short time. 

The principles applicable to the case arc derived from 
the general theory of value. To begin with, the value of 
suburban land depends on agi*icultu«il conditions, or ratlier 
on primitive market gaixlening. The sulisequent increase 
in building value is explained by tlie limitation of supply, 
the rise in demand, and the failure of substitutes or alter- 
uatives. 

As regards the future, it is certain that tlie supply of 
land in tlie heait of gieat cities cannot be inci'eased in the 
literal sense of the words; and it is probable that even 
the greatest cities may still increase in wealth; and thus 
so far the demand may rise. It is doubtful, however, if 
the recent rate of increase in ground values in old cities 
will bo maintained. The “sky*sci’a|)er ’’ shows that the 
same extent of land may support much more accommoda- 
tion, and with modern meclmnism the marginal story is 
not necessarily the worst. The improvements in transport 
Hn<l communication extend the area available for the most 
highly organised business. In brief, the principle of sub- 
stitution is beginning to undermine the scaroity value of 
ground-rents. As regards dwelling-houses, tlie re is ol>- 
sorvablc in recent years, even amongst the working-classes, 
a more just estimate of elementary utilities, and comfort- 
able and healthy accommodation is coming to be considercii 
a fair compensation for increasing distance. It seems 
probable that these improvements In methods of expendi- 
turo and in the means of communication will continue, 
and that the fall in ground-rents will be accompanied also 
by a reduction of overcrowding. 

Two points of theoretical interest can only be alluded 
to. First, it is possible that with a fall in particular 
ground-rents there may be a rise in the aggregate icntal 
of building land, the extension of are.a more than com- 
pensating the fall in value. Secondly, the increase of 
competition will neutralise the monopoly element that is 
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often found in yiouiul- routs. Adatu Smith jiarlly oxiilainod 
(]io disirnoss r»f Loudon ;;i'onjid‘rout l»v saving tliat every 
landlord acUod the |i:iri of a mono|»ti)is(. nv<|neiitly exitot* 
iii'4 ii lii^djor null for a >iu;;h* sion* of kid laud in a l<»\vu 
tliaii van Im* liad for a liuiidn*il of the lH*>t in llio oouiiiry. 
I'lioiioli tin* lan^'iiaj'i* is ui»t to k* rounmuidod. ilic nioaii- 
ino Hot ti> k* overlooked. 'I'lioro is mi donht that 

ill many oasos, i'voii at jin*s<*iil, the owner of ilio laud lias 
at any rale a [*arli;d inoiio|Mily: at least, lu* has ilie advan- 
tages of tin* sirojij'or in makino a hai^^alii. Plio iKaaijiior 
who wishes to remov his h'lise is oenerully willing to fjivo 
sonnUhino more* ihaii the )nark<*l value hy way < if /;//// 
or ir«iod*will. 

lint under m<»dorii i*oiidilions. at any rate, the ojvater 
part rif ih(‘ value of ^nnind-reiit in eities must be ascribed 
not to monojioly. lint lc>s«‘areity. 'I Ik' inflm^nei* of monop- 
oly in the slriel s<*iise is liest seen in the i‘i\<v of a^yri- 
I iiUural rents k*fore llie eni of eoin|M*lition. The ancient 
owner of land was 4 *nahled to exaet a mono] ml v nuil front 

ills tenants IsHMUse they were knuid to the soil alike bv 

* « 

law. (uisionu ami e<’on*nnii* <aniditions. < >iie of ilic greatest 
aeliieventcnls of ecoriomie progress is the disjilaeemeiil of 
mf>no{s»ly rents of this kind hv eoin|ielition rents. 

§ 3 . tinif AVm/x. lu the 4 *x])osl- 

tion ' of the pure theory <if eeonouiii* rent as applied to 
agricultural land, the law of diiiiiinshing ivtnrns is made 
fnndaiiierUal. 'I'lie niaigiiml bind and the niaigiiial dose 
of ca]iiial yi<dd no rent, anci any Mijanior laiid.s yield a 
stnidus in in'0|Mnllon to llieir sniiorioril y. In (he pure 
theory, however, it is also shown lliat even if all land 
were e<|ually good and fav<iumb 1 y situated, and the rein ins 
to every close of cajiital equal, or. In other words, even if 
the law of dimuikhing return to land were not applied, 
pure economic rent might cmoi'ge. A ivnt of this kind 
must be distinguished from a moiio)»oly 1*011!, for it might 

» Srcairtvr, Rk. II., CJi. XIV. 

• Uk. III., ('ll. IX- 
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arise under i>evfect conipetitioiu being indeed a case of 
scarcity value. 

Finally, boweveneven if is no scarcity, an economic 
vent, may be exacted (in the sense of a payment for the use 
of the natural qualities) if the various land “Owner's possess 
a complete or partial inoaopoly as rcgaivls their particular 
tenants. 

When we twee* the historical progress of agricultural 
rent, we find that this after-thought of the pui^e tlieory is 
the first thought of the primitive fact. Land nnder the 
rudest systems of agriculture gcnei'ally produces more than 
is sufficient to maintain the labour necessaiy to work it, 
and Co replace tlic auxiliary capital. Tlius tliere is a 
natural surplus, and by appropriation tlris surplus is taken 
by the land -owners in the form of ront. Natural rents of 
this kind, in wliich the real surplus is taken from labour 
directly, i>ewislcd for centunes, and were only gradually 
and slowly commuted into money-rents, and this commuta- 
tion, as already indicated, is itself one of the great factors 
of economic progress. 

The history of the origin, development, and decay of llie 
manorial system in England still affords a most fruitful 
field for conjecture and controvei-sy ; but as rogards tlie 
main lines of the progress of rent tlicrc can now lie little 
room for difference of opinion. The Saxon land clmrters 
find their analogues in every country in which feudalism 
lias prevailed — and where has it not? And tliose early 
records show that with the dawn of history there is always 
an overlord to appropriate the natural surplus. It may 
not be called ront, and it is not paid in money, hut it is 
the most burdensome of all payments made for tlie use of 
the natural qualities of the soil. 

When the greater part of the cultivated land of England 
was split up into the yardlands or virgates of wliich Mr. 
Seebohm has engraved so indelible a picture, the greater 
part of the people wero comi>elled not only to till their 
lord's land with their own ploughs and oxen, and to furnish 



VA nS'OMCr 


i: less. 


lOii 


witli all tla‘ laUair llial Iio ncoilccl (oven for bis 
i a^H'ioo ), iaU Uu*y liatl (o j^iw u|» a «*<*risulrral)lo pari of tin* 
procliicooj ihr laud whu li llu*y vv**nr snpp(Kso>l t<» <*\illlva(e 
tor ihrinsrlws. 'I’lio fnrilirr \V(* Uiok llu* oioator is 
itu* aiiioool id liilHMir ^’Kurli'd. and llii* j^riMlvi* lijo [iropoi' 
lii»ii of llh‘ prodni'o. ! ')• to iIk* lime ol iIk* Whwk Doath 
— lli<‘ wali'rsliod o| Kip^lisli nu'dia'val IiInIoiv — (►ciiiittmlo 
|)roon*ss rtoisi.sii'd lar;»i*ly in llio vnrlailincnl of this natinal 
rent. On tin* i<»yal inaiioi* c»f Kin;; Alfn'il tin* t<*nanls (jf 
U'lianls ihi'V can Im* ralli*il t wtne lii Nxnk lis llicv arc hi<l 
i'jK'h wwk cKt'cpi tiller in the year, vi/.., otic in iiiiil 
Nvinli*i\ the sts iind at Ivisier, ami (luoliirdal •• 'Mn'mlays.*' 
In the lime of Kdwanl I., ini a lypleal manor, ific u*ccl<* 
Work liatl corne lt» Ih» limilt'd ti»tw<»antl a half nr tfu'cc 
days. Mcavuietl in time t*nly, the villein had l»cc(nne lialf 
Ivci*: mcasiihil in his releast* frttin tfifi'r/irt nml oilier 
homls. In* was mindi more Ilian halt free. '•f>f all manorial 


4*\acli<ms tile inr>st ntlitins was ineonlestaldv the 

* 

a line pai*! hy the villein for marrvin;; his own ilanghtei. 
Oni atitlinrilies oflen nllmle to tliis pavnieiit hv llie eiier- 
"cdie expresshm, — Iniyiii;; <nie's own hltuMl (sei vns de san- 
;;nini' sno omendo).*** When the w<'ek*woi k liad been 
wholly fcnninnlctl iiit<» a moiiev-itml, tlie villein Imd l)c- 
Ci)mt 5 a tenant farmer, ainl was oti tin* wav to he(‘timc a 
yeoman. rims the history of the eommntation of natural 
into money rents is also the liisttnv of the fremlom of 
labitnr. 


It mnst not l*e snp|H»s(>rl (hat ixmts of tlii.s primitive kind 
died of the Uhuk Death. 'VUv, essence of sncli rents is 
tliat the ownci^hip of land enables tho owner to reap where 
ho has nt>l sowed -in some teases to reap the harvest of 
the sea itself. Tims of .Slietland wc road lhat (ho rent of 
the landlord was in punmrtion not to what the farmer conld 
make of the land. Imt lo what he conld make both of the 
land and of the water; it was [>ai*t1y paid iii sea-tish. No 
wonder that Adam Smitli. wlio above all was liistoricah 


* Vinoscranoff's Vtff>tom4,r /« p. ir>: 5 . 



UKST ANI> rUOOUM^S. 


107 


concludes with the commentary: '’'riie vent of land tlievc- 
foi*c, consuleivd as the price paid for the use of land, is 
naturally a monopoly price. It is not at all prop(n*tioued 
to what the landlord may have laid out on the improve- 
ment of the land, or to what he can affoid to take, but to 
what the farmer can afford to give." * 

'ri\e use of the term *• j no nopoly *' witli such geneiuHty may 
not be exact, but it is suggestive of more of the true than 
the false. And such a usage seems strictly exact when the 
owners of the land could pie vent their serfs and their chil- 
dren from leaving the bounds of the manor, and when nei- 
ther law nor custom imposed limits on the price exactc<l 
from them in labour and in kind. 

With the institution of money-rents, and with the growtli 
of freedom of movement for labour, the monopoly element 
— or it might 1>e called tlie private taxation element — 
Incomes less and less. The rent paid for tlie occupancy 
of a portion of land falls to the surplus earned by the par- 
ticular portion of land; in place of a monopoly rent it 
becomes a true competition rent. Just as a monopoly rent 
is of all sorts the most buMcnsome, a piu*c economic rent 
is the lea.stbui*(lensome. With effective comjwtition, labour 
and capital must obtain the average earnings available in 
the economic conditions of the time before anytiuiigis paid 
for rent: rent is only a defen*ed dividend; wage.i and 
profits are prefen*cd. 

It sometimes linpivens, it is true, that excessive competi- 
tion for land in effect givc.s the land-owners ns much as they 
could exact on the primitive monopoly system. This is tin* 
case of land hunger. Tlie earnings of labour and the n]f 
keep of capital are i*educed by excessive competition to a 
necessary minimum. The standing example before tlie 
great reforms of the later Victorian eni was Iisiland, and 
the full measure of the abuses of the old Irish S 3 'stem lias 

• IVtallh nk. I., Ch. XI. Similar rfiiU contimied in some 

parm of Bcotbml down to our own timea, nntll wluceil by the Crofier^ 
Commission. 
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u|». ;nicl 1)1 iliis ilio nxjasuie is 

just. I)y Alt lull* \vl)c» is jji •^eiicnil tlir .ivn*;ilcst eii- 

ilaisiasi Tor emnouiit* iviits aiitl rotii|iriition. 'J'hu close 
voscmbljiniH* lH*l\via*ii (’Srcxsivc atal moiiopol v 

Is hiDUjjljt nut ill llir lollowiii^ |>iissaj;e : “'riio state of 
(In* jioov ilk till* wlmlc county «»l’ Kelly exceedingly jiiis* 
cialilc. uikI is caving to llic i uudurt of nieii of {ii’0|M*i'iy wlio 
are a|il (o lay llic* lilaiiic on uliat they call land jiirutes or 
nicii wliik offer the liigfie.st i<uit and who in order to pav 
their rent iiiuhI anil do relet all the calkin lands at an 
extravagant rise* >ehi<*h is assigning <kveral) the cabins t<» 
1 )e devonreal by one* fanner. 'Die* I'oUai's on a laun c^anne^t 
go from <nie to anotlicr in fkisler to lind a good master as iji 
l^tgland : for all the ioniitrv is in tlie same system, and no 
ic'dress to Ik* hmnd. Sneh being the ease, the farmers are 
enalkled In idiarge the price of laUkiir as low ns they please, 
ainl to tale llie laml ns high as iliey ph^aM*.*' * 

'rile cITec I is tin* same* nhongli disguised hy money pay- 
ments) as in the primitive manorial system when the lord 
exacted tike utmost aiittkimt of lalskiir and produce fjom 
villeins who were bomid to the soil: the Irish system was 
indeeil piol kiddy far vvoisc* if a general average* be taken. 
It is beyond the range nf tbe piTscnl cbajiter to dcsciilie 
how the l•anoe|• of c'ottier rents was naturally nssoedated 
wllli otlier soc'lal* poUtiesd* ami eeonomio evils: but if 
any <kne is still imdin«sl to complain of the slow response of 
Irisli gratitude for rec'cnl eecmoinic* refcniiH, bd liim read 
tlie jiagos of Arthur Young and romemikcr that it takes 
time* for a nalinu to foriicl. 

Tlie progress of agriculture iu iCiigland was fortunately 
never retarded In* any tiling apt»roaclkiug in inlmisity t<‘ 
the evils of the I rivh system : there aio iiideecl periods in 
which Knglisli land-owners weiv dciioniicod hv their con- 
temporaries: hut they have lM‘en csnidcmiicd to a less extent 
l>y posterity - — not tlial tlicir conduct lias won oui- iiioial 
approval, l>nt Ikccanse it lias seemed to form part of the 
• Tour in Irtfouii V<il.. It. 
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nccess;u*y distiirbunco.s of the i«ltl social order iuoidcntal to 
economic progress. 

In the break-up of the iiicdheval ecoiiom\% tljere ru e 
two signilieaut changes on the surface : the substitution, 
namely, of broad acres lying together for long acres in scat- 
tered strips and of enclosui-es for the great open fields. 
These superficial changes cori'esjWKled to deeper social 
movements of which the mainspring was a rise in money- 
rents. Theio wcie two i>enods of j-apid changed “ of 
cliauge so precipitate that it may almost be called revolu- 
tion,” namely, from 14T() to 15^50 and again fiom 1700 to 
18-30. Tlie immediate object of the later enclosures, says 
Piofessor Ashley, was altogether diftei'ont fiom t)mt of the 
earlier. In the eighteenth century the object was to intro- 
duce a better system of arable cultivation; in the six- 
teenth, it was to substitute for arable the moie profitable 
pasture. In both ca.scs, however, as in tlie corresponding 
case of the later evictions in Scotland to make slieep farms, 
if the initiative was taken by agricultuial impiovcrs, the 
necessary assent of the landlords was obhuned by tlie 
enhancement of i-ents. The earlier revolution was as.s<j- 
ciated with the development of the I English woollen maun- 
factures, and therewith of'tlic t<»wns and of foreign trade : 
tlie later provided food for a rapid increase of population, 
which again was essential to the still greater development 
on the same lines. 

There can be no doubt that the break-up of the old 
agricultural system was u necessary preliminary to Eng- 
lish economic progress; and tlie bi-eak-up of the system 
was only possible through the accentuation of private 
property in land. Tlie enclosuics for the extension of 
sheep farms in the sixteenth century were effected against 
great popular outcry, and it was felt then and has been 
acknowledged since tliat the letter of the law was allowetl 
to overrule the spirit of immemorial custom as regaids the 


* Ashiey, Economic Uiciorgy Ilk, II.. Cli- n'.. !>• 
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occu|nci‘s. iiiul tliat the ac'tual <>ccu|»ici>> of ilie laiul were 
ssu rilit'eil U> U»o aoinijial owners. 

It must he ruineinbereiL however* tliat (he legi.^hilure 
atlemjited hy various meusuves Ut jirovjch* coiupcJisulioii, 
to jiiH^veiit the <l<’|»a[>ulatinu of the vilhn^es, ami to ene<»ur- 
iiou (iUa^e. 'The heavy <lulies on the export of woc^l, 
wliieh later on ^rew into pitihilative |>ehalties* were always 
vo<;iU’(leil its iihmieal to (lie iuleivst of the lancllonls, sim*e 
the pvi<'e of w<ic»l it) the home niurket Wits lowoecl and 
will) wool vent. It may ]>e oKsiO ved for eoin|jarison (Itat 
in Scodamh until the advent of the nrent depression, on 
most sliei'p farms (lie wool was su[>posed to pay tlte iviit. 
If tUo State, oi) the clisiiite^ration of the inei)ii('val sy stein, 
unthily favoured (lie land-owiicis. it was not by tJte metliod 
of lei^al enaetmenl. but by the still more [>owurful metliods 
of lej^ai interpretation ami euforeement. 

In the eighteenth eentury it is acknowledged even by 
Titorohl Uogei's that tlic great laiid-owj lei’s were uImi great 
im pro vet's, and the rise in ixmts w«is in great part duo to 
tlio improvement of agricnlture. and this im[»rovemeut was 
only possible with enehkse<l land. T)ie small fanners wlio 
still used the old customary methods often paid their rents, 
not from (lie real pro<liu:l of llieir land, hut from the hy- 
])roduet of their lalxmr. The motlicr and cliildrcn spun 
the wool, the father wove it into cloth, :ind the landlord 
arrayed himself in tlie cloth, or its value. When domestic 
spinning was <li.s[»hice<l hy mnehinerv, llio .small farmer 
could no longer pay lii.s rent, or indeed .support liis 
family. 

Thus it hapt>eued that whilst the m;w farmers were pay- 
ing greatly increased rents and making fortunes, tlie old 
farmers were l>ciug mined. The sulwtiUitiou of true 
economic rents — in the sense of a surplus arising from 
the land itself — for this survival of labour rents was in 
reality a step nearer the attainment of the economic ideal 
of distribution. On the other hand, however, the protec- 
tionist policy of the Corn Laws was one of the most glar- 
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ing instances in Englisl) history of lUc infringement of 
tills eeononuc ininciplcv so glaring that it became im- 
possible. 

§ ir<‘Heriff I ivw nj thv iK'ffiofjiHenl of' Af/ri(nl(uritl 
2ien(. Contmiy to tlie ijopular Wea* the actual history 
of agricultural rents in lingland may l>c shown to con- 
form to the great movements of economic progi*ess. Tho 
earliest forms of rents are i-ents in kind — in labour ajid 
produce. 


The farther we go back the greater are the rents. The 
work of Ficta in the leign of Edward 1. is described as the 
landloixl's vatie iuecion. In the survey of tho manor it is 
directed that enquiry be ma<le, inter alia^ dc cn^tHmariie or 
villein tenants, — ''to what amount they can be tallaged 
without reducing them to jwverty and ruin ; what is tho 
value of their operationee and comuetitd cnee tlieir day works 
and customary duties, — and what rent tliey pay ; and which 
of tliem can he tall aged rat tone eanouenie nofin a ml who 
not.” 


What rent they pay” is obviously tlm smallest part of 
the total i-eal rent since the land-owner, apart from custom- 
ary day works, can tallage them down to the inijiiinuni of 
subsistence. 

The ill's t gi-cat I'esult of economic progress as regards 
rents of this kind Is their diminution, the history of 
which has been so vividly portrayed by *AIr. Seebohm. 

The second gi-eat I’csult is the commutation of rents in 
kind into money -rents.* This commutation, however, was 

‘ h) tlic fourtc<*ntU siid flftccnUi centuries. snyK Ko^'i rs. the ix’iitn] of 
average arable land did not excco<I fld. an acre. 

U wo inko tiio normal vlr^aie aa 30 acn a, and (he* ii<»riiial labour iviit 
Mon the commutation at :J days a w<H*k, we may aay ih.ii the average 
real of an aero of land wax about C days' labour a year, 'llii* alio wi tig 
tiothiiig for other precarious services <»r for jKiymenls m kind, but also 
nothing for holidays. 

Now, in his earliest prices, 1200-1300, Itogcra (op. n't., Vol. I., p. 321) 
finds that the lowest paid l.abour. that of the Jielp in tJio fields (the 
“homo,*' who was generally a woman), is one iK*iiiiy a day ou the 
average. From la&l to 1410 tlie price of this labour is 2id. 'J'bc ct»rro- 
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noi sti :is iiiji'lit :4)|H'nr ul lii-st siglit. 'Die ow n^ 

1‘rsliij) c»f Uuid siill rurrircl willi it imwors <iver tijcise 

wlui wi'i't* jmt c»wjn*is. 'I'Ih* of I'llizulK'tli \va:> 

cihvioUNly In < liuek llic <»1 Inlnnn fmin 

lliu cnmwvv In tin* InsviiN. #'.//.* "all single* |H*rsr>tjs l>utu*ccn 


12 y»‘ars <»l<l ami t»Oanil inamiMl chics mnlcr 20 nml niinmr* 


lied vviHucii 1jcI\v«m*ii 12 and lo imi liaving a visj))lu Hvcli- 


linnd aio i*niiipcllalilc liv tho Jiisliccs In go nut to scrvl(;o 

in lln* liu^ltiiiidry.** ' 

% 


I'claliou of ilm laiid-ownor to tlu* Iciiaiil furmei* 


afuu* tint cniuniiilalinii was still tliut ol llm prodenninant 
[»artnci\ ami iliiring tlic scvoMicviitli cciitiny c*nmplainls 
am immcvnns nf tin* injiiiy In agrU'uUnvo llimugli llie 
want nf sc*c*ni'ilv In ilio leiiaiil.' KoLfors indeed Lfoes so 
far as tr» say dial <luiiiig llio si*vcritcc*iidi c'cnlury snino* 
tiling very like llic iiisli s\>.ic]n pievailc'd in Knglaml in 
wiiic'h ii'iil is all the* value of the product lioyoud iho 
have snlwisti'iicc* of the* nwni*r. ami is oftcii paid, iiid(*ed. 
not out of the* [irnducf cd die laml at all, hut nut of the by* 
])i<><hu*ts of lalHiur. 

fn llm eightceulli cculurv the m**si uoliceahle fi*atnrc is 
lUc. progress of (rue coiiipelilion mills, 'rimso wfio farm 
laml witli the new iinpro\eineiils can [lay liigh(*r n*uls out 
of the snrj»luH [>nMhict tliau the custoiiiary cultivalor.s csui 
pay out of their whole earnings. In dnr |HU'io(l of tlie 
industrial mvoliiliou the land-owiieis were enahlod to 


*<|vi||ilhi“ (••r r niiO hi:in an* in >li«> lirsi ixai'sl in tUr 

xrrtni'l TInM. oil .my < iMn|sii:ilinii. (ho ^(llc^n gie.*)lly by Ihc 

It in M<aov\<>riliy Ui:H Wiillor f]«> Ilcnlry. in hi'« cctobralc^l < Mlinali' 
Ih4> rn^l of iirrxliu’rioii tif \vlio:il. in tVliU'li li«> show*. tli:M sjv hn.<lirlH |H<r 
»<*!*<' K iliG rciiirziiiiit i»r iii>*er**1U ri*(mn. iicikiN no ollowaiKi* for the rent 

of 

I |%a«*n*'* itf /ft!" t^tor. V«»l. I.. p. 

- f’f <*imuinu'li.»nt. Vol. II.. pj>. is|-|s."»; Itosi M. Vol. V.. pp. 80:2- 
WVk MiM'anhiy • ffisf'-ry /•/ (*Ji III.), ch-s^rtbina llic Mam 

Knubna in U»sr». say* i|i:ii in M>rin* iliMrioH lIio root of Inml lia<l rw'ii 
U'nfohl. ninl on the avemso Imil •pindriiplcrl in Iho ronr^c nf (In* ccncnr\'. 
wliiKl a'^riotiUui nl \va!;es wurv ts. o4'<>k (wit limit foml). 
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raise their rents partly tlu-ou|vh pi-otection, and more 
through a series of bad seasons and the power of bar- 
gaining was still in their favour. 

The last quarter of the nineteenth century has wit- 
nessed the full effects of conq)etition (in the widest sense) 
on agricultui'al rentals. 

The land-owner has been dex)nved, by various informs of 
the laws affecting landlord and tenant, of Jiis remnant of 
legal superiority in making baigains and of his economic 
superiority through free trade and the immense improve- 
ments in transport. In the main the agricultural rental 
of England is now paid out of surplus pi-oftts earned by 
the particular portions of land concerned. There are iu 
diff extent parts of the country still some survivals of the 
old powers and privileges, but they are only the sliadows 
of the former substance. 

The development of tmnsport and foreign tmde — so 
far as agriculture is concerned — has in effect made land 
free. The elements of monopoly and private taxation 
have beeir destro3'ed, rent is paid only for superior advan- 
tages, and such a x)ayfnent inflicts no real burden on t)ie 
payer. It is well known that uuder purely economic 
influences the agricultural I'entals of England have fallen 
through natural causes at least as much as the I'cnts of 
Ireland by judicial intervention.^ 

In some cases, indeed, to adopt the fashionable termi- 
nology, the economic rent has ^come “negative"; the 
owner of the land, in order to obtain part of the “ quasi- 
rent" for his buildings, drains, etc., has been obliged to 
surrender more than the rent formerly paid for the original 
and indestructible powers of tlxe soil. In brief, a great 
part of tixe cultivated land of England does not yield 
under present conditions the nunimum rate of interest on 
the capital sunk in it. 

^ See below, § S. 

* The Duke of Devonshire eUteU recently that IiIa rents in SODier^t 
bad fallen 83 per cent, as agaiost 17 per eeut in Ireland. 
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§ o. Thv Effect 9 of AifrintUural Ittiprovenicntt on livnts 
— Oi'nf^ral Comlitiomf. At this point an oxaininatioii may 
l)c 111 ado of the efTects of agricuUuml improvements ou 
rents. Owing to the cUfliuuUy of Isolating economic rent, 
uiul also to the op^iosing tendencies on which the lesult 
do pends, to begin with it is best to adopt the deductive 
method as the UisLs of the exposition! 

In applying this incilmd, the usual assumptions and 
hypotheses must l)o made in oixler to bring out clearly 
the most important inllucnces. 

The country, then, in the lirst place, is assumed to be 
isolated or dependent on its own food supplies. Even 
this assumption is not so uiu'cal us may appear under 
modern conditions, fur the general argument will apply 
to the wludc world consideivd as one gmit agriculluial 
producer and consumer.^ 

Sccomlly, it muj>t lie nliserved that the < object is to truce 
the effect of general improvements upon the aggregate 
reiual. It is plain that if improvements are only adopted 
partially, (say) for simplicity on one estate, they will liavo 
no appreciahle elTect on the aggregate national pioduct or 
its prices. Tlie purticnlnr owner or tenant, according to 
the conditions of tlio lease, will alone benefit. In the case 
already cited, the improvements toward the end of the 
eiglitccntli century cnaliled the new farmcm to pay far 
higher rents, and the old farniem wei*e gradu.ally displaced. 

'Diirdly, it must l»c assumed that population 1x3 mains 
stationary, and accoidiugly that there is no immediate 
increase in the demand for food or other rent-yielding 
products. 

This is only another way of saying that, in the first 
place, the immediate effects will be considei'ed, other 
things remaining the s,amc. And it is obvious that, if 
improvements are sudden and general, the increase of 

‘ It is well known tbat in all the sreat tiaiions the drink consumed la 
for the most part home-made (I'.e., not iin|>orte<l). and. to a extent, 
the obserratioQ ImIdsgoocI of foo«l siipi>lies. 
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population cannot be equally sudden and widespread 
and also tliat any readjustment in tlie demand for azri- 
cultural products must take some time.* 

Agricultural improvements may be divided into three 
groups: ( 1 ) Improvements in transport and the means of 
communication which Adam Smith calls tlie greatest of 
all improvements. 

(2) Impi ovements of such a kind that the same amount 
of produce can be raised from less lajid, e.ff., improved 
rotation of ci'ops. 

(3) Improvements such that the same land is required to 
raise the same aggregate supply, but the expenses are less, 
or the most expensive application of caplul may be dis- 
pensed with, the substitution of mHchinery for labour. 

§ 6 . Effucte of Improv€ment9 oh Rentn — Special Con- 
iUtioH9. The principal effect of improvements in trans- 
port is the substitution of land of superior, for land of 
inferior, quality in productive iwwer. The improvements 
so far counteract inferiority of situation. The conse- 
quence is a recession of the margin of cultivation. Rents 
measured in produce fall; rents measured in money fail 
still more, because the niaiginal cost of production is less. 

For purposes of tijcory it may be assumed that, before 
tlie improvements, there are lands beyond the margin 
through inferiority of situation relatively to markets, but 
well within the margin in natural productive power. 

Similarly also, before the improvements as regards the 
application of capitsil, there are lauds which ara only culti- 
vated to a small degree of intensity, owing to the cost of 
the transport of materials and of produce. 

Thus, putting together the effects of improved trans- 
port and of diminished marginal cost, there will in geneial 
be a double effect — intensive and extensive. 

This result, it is readily seen, is equivalent to combined 
improvements of the two remaining classes, viz., less land 

* The cfTecie of an ullimeto increase of populfttlon atnl of demam] wili 
be coneidered later. 
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is reqiiii'ed to prothice tlio same protlucc, and the most 
expensive applications of capital on this amount of land 
arc abandoned. 

The full effect of improvements in transport and acces* 
sibility to markets is, however, best observed vvlien we 
consider the transition of an old country from a slate of 
independence or isolation as rcganls Its food supidies 
to a state of dopciideiice on new countrie.s. A striking 
example is furnished hy the recent fall in the agricultural 
rental of ICngland. 

This fall, however, woiihl have been mucli greater had 
it not been that a large |>art of the land could still be 
used for tlie production of supplies whicli were not .so 
inueh affected by the improved transport , is ‘‘corn** — the 
typical product of theory. 

ImprovemenU — such as a l>eUcr rotation of crops — 
which involve the use of less land with the same amount 
of capital and lalKmr cause the margin to recede, and In 
general there is a double fall in rent; rents lechoned in 
produce are les.s, and each unit of produce obtaijis a less 
price. 

If the improvements arc such that the same land isre- 
(piircd but the most e\i>cn.sivG application of capital can be 
dispensc<l with, [noducc-i'cnts in gencial remain the same, 
hut money-rents fall because the inargijial cost is less. 

These results arc derived from the pure tlieory of rent 
under the conditions that aio usually assumed tacitly or 
explicitly. It is, however, well worth olwerving that the 
complete working out of the problem, even when thus 
.simplified, can only be effected by the aid of mathematical 
analysis. Professor .Marshall many yeai-s ago called atten- 
tion to a curious error on the part of Milld who had uncon- 
sciously argued to a geneml conclusion from the accidents 
of i)avticular figuies.^ 

* Bk. IV.. cii. III.. $ 4. 

* rr«ifc!^r Marsliall takes 116, 05. and GO in place of 100. 80. CO hy Milk 
It may be proved ^nerally that the new produce-reot is greater than the 
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One general cousklei-ation on tlie effects of improve- 
inents in rents shows tliat the money-rents are likely to 
fall. Suppose that owing to imjmivements less capital is 
required on each portion of land to obtain the same prod- 
uce, and suppose that the rate of profits remains the same. 
Since economic rent is the sum of tlie differential profits, 
if in each case there is less capital, in each case also t!>ere 
is less profits, and the sum of the differences is less. 

§7. Clterior of Improvements. That rents 

should fall as the I'esult of improvements has always 
seemed as pamdoxical as the other Hicardian deduction; 
namely, that the abolition of rent would have no effect on 
the price of the produce. Tlie exceptions to the latter 
position have already been examined.^ The paradox of the 
present deduction disappears if the preliminary assump- 
tions are borne in mind. 

Ricardo himself states: “I hope I am not undeistood 
as undervaluing the irot>oi'tance of all sorts of improve- 
ments in agriculturo to landlords; their immediate effect 
is to lower rents ; but as they give a great stimulus to popu- 
lation, and at the same time enable us to cultivate poorer 
lands, they aro ultimately of immense value to landlords. 
A period, however, must ela|>se during which they are 
positively injurious to him.”* 

One criticism in tlie opposite direction may be offered. 
In the first place, the increase of population is by no 
means necessary as already explained in the chapter on 
the Malthusian theory.^ 

Secondly, there may be a compensating effect apart 
from the increase of population. Owing to the geiicial 
increase of wealth, there may be an inoroased demand for 

old if (ag — < 73 ) >9n (< 7 - — dj) where ai is tlie yield to the land, on the 
margin, Os and at the yield to the better land, - the rate of iinprovemcnt, 

PI 

and the aggregate yield remains the aame. By substitution It may eaeily 
be shown tliat in any caao money-rents fall. 

' Bk. III., Ch. IX. 

* McCulloch’s edition, p. 43, note. * Bk. I., Cli. XI. 
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vaiions forms of ajjiicnllural prodiictH wliicli are not so 
susc^'iitll>le (A iin|)r«»vomont as wlicat. Kvun hi llie mc<U* 
a‘val ))cricHh when tin* avi'iajje rciKal of arablo land was. 
acocinliii!; to iinly M. uii nrn\ ilie ivntal of orcli. 

narv meadow land unioimted dv. and Is, jrer acre.' 

Ill llie iirecrudiii'f rluiiaer it lias Iwam sliown ilmt, rela- 
tively to Ollier forms of a^Micultiiral | am hue, the price of 
wheat lias fallen ^oeallv. 

(hi the whole, liowevi*!*. (he cflVet of all hincls of improve- 
iiieiiis (iiudndiin; iraiisj.m l > has U'cn to lower agricultural 
rents in the eonnlries dial vvem formerly self-supporting, 
ami it nuist always he remendH'h’d that a large part of 
gross agrienlinral ixnHal is not pure ec'onomie rent, hut 
of the nalun* lA interest on permanent improvements. 

Ji H. 7V/e AV/ivYx 'A thi' .SVr/Xo#M 4,n lii Utn. 'J'j|o IXSUUs 

c»f llic im|nirv lnt<i llu* efTects of impiovemeiils upon 
lenls may I mi <‘nniirmed hy refercniec to a similar case in 
wliieli dieiv is less mssl of liy|iothcsis ^ the eflccts, 
namely, of the .si*axnns. 

A hmg [HTifsl of eomparalively gcaxl sca.so ns, after a 
perioil tjf relatively ImhI or nuMleratc seasons, is precise! v 
e<inivalent to a general diniiiinliori of the cost of produc- 
tion.- '1 he popular idea lliat the seasons Ijalancc one 
aiifitlier in a very short series of years, or. at any rate, in 
nineteen years <a eoinpleto ryele of the moon ), was shown 
to he 1 altar ions hy To«»hc, who suggests that a scries of 
one huiulretl years, at leasi, is ror|iii.site to ivduco to a fail 
avcrngi* tlie liiecjualilies of die seasons.^ 

The period of 17 lo 17G.> was chai*actcrisc<l by a 
marked exem[iticm frrnn seasons of scarcil\' compared with 
the fifty years preceding. As a consei*! nonce, provision^ 

» Ro‘^« rs. o/*. rit.. Vol. I., p. 240; Vol. IV.. j>. 200. 

• ry. '|V>f>kt's M V'ol. I., p. -M*. 

• AiV/,. p. S4. note. In Inill.i. in .\.%k the peri^xj of nineteen 

yeaw was sHocif'rl. in Tft»lar MmI'h S^tihMrnt uud^r Akhor. ns I lie 

of Averfti'e phce«; bcwise nineicen years be ins ft cycle the mn'»n, ihe 
seasons were SMpj>rtstnl in (hU time to nmlerso a coinplcie revolution.— 

C. O. Field, Lnn>fhohliii{f /iHft If^httiun r >/ TtSfoU (188S). 
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'VC re cheap and abundant, ami the genoi-al condition ot' 
the people was greatly iinproveiL^ 

Blit we read also that the great fall in prices, which 
contributed so greatly to national prosperit)', v'as pro- 
ductive of great agricuitui*al distress,’* i.e. distress to 
the landed interest. This distress is indicated by tlie fall 
in rents, and the pamphlets of the time try to show that 
the fall is necessarily a tiational cal a mi 13*, since tlie 
flourishing condition of the landed interest sup2>orts all 
trade." « 

The last thirt3*-five 3*ears of the eighteenth century were 
marked by unfavourable seasons, with a consequent rise 
in the price of produce, the result being to raise the 
average price of the entire centur}* to a level with that 
of the preceding centuiy, the price of wheat being XI 
18s. 2d., in the seventeenth centur3' com|>ared with XI 
IS 9 . 7i. in the eighteenth (per Winchester quarter).® 

The period of 1792-1819 was a period of famine 
prices, and the investigation of Tooke ha.s shown that 
the principal cause was the seasons. Xlie deficiency was 
aggravated by the war, — but this was a minor cause, — 
and tlie Corn Laws were inoperative, or nearly so. 

In many parts of England the rent of ai^able land per 
acre rose fivefold between 1790 and 1812, and throughout 
Great Britain rents were more than doubled.* 

So long as England was mainly dependent on Its own 
supplies, the principal cause of fluctuations in prices was 
the course of the seasons. With a series of bad seasons 
prices rose more than in pi-oportion, and with prices, 
rents j with good seasons there was a more than propoi*- 
tionate fall in prices and rents. 

1 Tooke’e NiBtory 0 / PrietB, Vol. I., p. (JO. lUlUm describes the reip» 
of George 11. as tbo most prosperous period tbat England bad ever expo- 
rienced. 

* See quoUtlons in Tooke, Vol. I., p. 41, 2. 

*The average from 1701 to 1700 was £1 12e. Id.; tlie average from 
1767 to 1800 was £2 lOt. Od. 

* Porter’s Profit o/lhe Nation (new edition, 1847), p. 101. 
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The natural course of prices was not luueli affected by 
forci^ni tra<lc : not so inueli on avcount of corn l<a\vs and 
inferior means of communication f<»r there had been a 

certain amount c»f trade in corn from time iiuinemorial 

hut Ijccaitse ihe corn countries of Europe were subject to 
tlie saiiii* climatic iiifhicnces. 



CHAPTER VI. 

PROGRESS AND PROFITS. 

§ 1. Progreu and Profit —General Hew. Mill arrives at 
the following i-esult of his long investigation of the effects 
of progress on rents, profits, and wages : “ The economical 
progress of a society constituted of landlords, capitalists, 
and labourei's tends to the pi'ogressive enrichment of the 
landlord class, while the cost of the labourer’ subsistence 
tends on the whole to increase and pix)fits to fall." Agri* 
cultui-al impi-ovements are stated to be a counteracting 
force to the two last effects, but the increase of population 
tends to transfer all the benefits from agricultural improve* 
ment to the landlords alone. 

How false (or hypothetical) is this view of the effects of 
progress on agricultui'al I'eiits has been slmwn in tlic last 
chapter. As regards other forms of economic wnts, the 
effects of progress are different in different cases, and it 
is probably impossible to form any general pi'oposition ns 
regards a tendency to rise or fall which would cover all 
these cases. Even the phiase the “enrichment of the 
landlord class " is open to question. If we take a similar 
large view of the profits of capital, the enrichment of the 
capitalist class seems in modern industrial societies to 
exceed many times that of the landlords. 

But as already shown in the preceding books, the term 
“ profits " 1 includes classes of income that differ widely in 
character: it includes interest on loanable capital and 
interest on capital not loanable with a great variety of 
siib'Specles ; it includes what is called compensation for 

» C/. Bk. II., Ch- XIIJ., and Bk. HI., Cb. XXII. 
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risk, which nuiy mean anylhin*; InHwocn a .‘5uflicieut 
iiuhicriiu'iit til ^aiiihh* aii<l a inivaie incivantilo i]i>ur* 
aiK c ; amt it iiirlmU's of (hu lunna^i^tncnt ot' 

<'apilah t»y llu* uwin t and liy the hmiowcr, — > in large and 
ill siaall I »n>i Messrs, ami in hnsiiiesst^s of eiullcss vaiii'ty. 

[| folhiws tliat if it is diltii iill to Miiuiiiarise the eftuets 
of [iiDgivssun ivnl, It is iiujio>sil)le to siiminarise tlio cllcci'* 
<)!i jijolits. 'riir (iniilriirv of profits in u tMininuiiiu which 
was perhaps the only really eoiiifortahle clctctviiie of 
lioliiiral eroiioTiiv. eaii only lie retained as tlio title of a 
chapter of ccom»iMi<' analysis. Wlietlier tlic general rale 
of ])rotiis tends to rise or fall with incluslrial progtess is so 
<'otuple^c a ([iiestiou that an a|i]>cal to liistory even over 
long piaiods is not deeisivi*. or ralhm* a case for ap[iea) 
cannot he slaleil there is not <ine (*asc hot many cases. 

It was widl oliserved hy Adam Smith that from the vorv 


nature of the pitilits of stock it is nineli more diflicnlt oven 
than with wages to ohlain an average for the whole of a 
great country at any lime, and to judge of what the rale ol 
pro 111 may havi* Iveii in former times with any degree of 
precision must U‘ altogether imiiossihlo. Willi the devel- 
opment of indnstiy sinee the time of Adam Smith those 
d i 111 rnl ties havti increased. 

Tlicrc is, however, tine iiii|Mirtunt element of piolits, 
naiindy, the rate of inteivst to which the historical method 
may Ixj apjilied wiih some ho|ic of success, ‘'And tin* 
progress of interest may lead ns to form some nothin of 
the progress of pi-olil.*' ( Adam Smith.) 

§ . 1 . 4 ftt 4 f Lo/tthinfrrvgfA An ancient legal con- 

ception, it 1 ms l)oen said, corresiKmds not to one hut to 
several modern concct»lions, and the pro|H:>siticm remains 
true when economic .suljstituted for legal. Indu.strial 
like all other development has involved processes of 
specialisation and dilTercntiation, and if we attcm]>t to 
read economic history simply by the light of full}* devel- 


1 On the rclntion of loan iiuorosi to profit interest, see above, Bk. II.. 
Ch. XIIT, 
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oped modern concept ion.'i, we are likeh* to losie the way in 
a mist of irrelevancy or to confine tlie attention to a few 
barren facts almost without meaning in isolation. If, on 
the other hand, we realise the full meaning of the ancient 
ideas and practices, light is thrown on survivals and re- 
veisions, and in turn the historical method is supidemeuted 
by the comparative. The history of usury, tlie ancient 
conception which included not onl}* the modem usury and 
the modern interest but various other ideas, is a goo<l 
example of the truth of these general reflections. 

In modern economic theory we Ait accustomed to sepa- 
rate pure intei'est from Intei'est combined witli other ele- 
ments insurance of various kinds). We assume 

that, given perfect security and negotiability, tlie rate of 
pure interest is uniform thmughout the country con- 
sidered as throughout the whole tango of investments. 
We assume even that all capital, wliether lent or not, 
earns this pure interest. Wo say nothing of the nature 
of the secuiity or the method of realisation, wlietlier of 
interest or principal. This conception of pure interest 
corresponds in the modern world to an important eco- 
nomic fact. This fact, however, is the i*esult of a long 
process of evolution. The farther we go back toward 
rudimentary conditions, tlie less it 1>ecomes possilile to 
obtain examples of pure intei'est of this kind, either in 
fact or in economic opinion. Instead of simply assuming 
that the security afforded is perfect, we have to l.ake ac- 
count of the development of the law of debt. Instead 
of competition, the conditions are in gencml those of 
monopoly, whether we regard the needs of the borrower 
or the powers of the lender. At the same time we can 
trace in very early times (or rather under primitive con- 
ditions — for time is not the test) the germs of competi- 
tion and of borrowing for productive purposes. Probably 
one of the greatest gains of the nature of consumers’ rents 
— to adopt the fashionable phrase — is the gain indicated 
by the fact that borrowers under modem conditions pay 



1-24 


ICCONOMir VnOGliESS, 


not in proportion to their needs, b\it at tlie market I'ate. 
Tlie exception sliown by recent abuses only proves the rule. 

Ill tracing the ilevclopnient of interest, the history of 
ancient Greece and Itomc Is (oo valuable to be overlooked. 

§ *5 . Loft ti • i n ft ‘ in ^litt i <-nf A f/te n s. Inane ien t G r eece, 
generally, agriculture was the only industry worthy of fjee 
men, ami even Aristotle * consuleitd rude mechanicals aa 
incapable of virtue, though in Atliens there was much free 
lalKiur. llie (ireck citizen worked hard to attain pliysical 
ami mental euUure, hut as far ns |>ossihle all otlier hai’d 
work he left to slaves. lie worked for Ihre only if lie 
Iiad no slaves. Tlie chief original sources of slavery were 
war ami debt. Thu failure to i-eixiy a debt in due time 
involved tlie slavery of the debtor and that of his chil- 
dren's children. 

Debts were incurivd to meet the extreme necessities of 
famiiiu, postilonco, or war. Debt and famine run together 
in the inimi of the poet Hesiod. As tlie debtors, once 
enslaved, seldom regained their freedom, and as necessity 
(like death) in time struck at every door, society was 
<nvide<l into a very small class of rich creditoi'S and a 
large mass of poor debtors and slaves. In Attica the bulk 
of the population (the tlu'tes) were originally small pro- 
prietoi's or motayei's.^ Hefore the time of Solon's legisla- 
tion f504 n.c.) they had become weighed down by debts, 
many were enslaved, and some had been exported. Those 
who still kept their property wei'e in the position of Irish 
cott lei's — they owed more than they could pay. and the 
stone pillars erected on their lands and graven with their 
mortgages were like millstones about their necks. All 
the political and economic power of the state had fallen 
into the hands of the few. At length the masses revolted 
and Solon was appointed Aj*chon. The legislation of 
Solon is worthy of mention with the greatest efforts of 

I Politics. Bk. III.. Cb. XI. “For U is impossible for one who lives 
the life of a mechanic lo practice a life of virtue.'* 

« Cf. Oroie*s History o/Oretce. Vol. III., pp. 125-209. 
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the Greek mind. Without it. indeed, the glory of Aihejis 
would not liave shone. Solon swept aw'ay the mortgage 
pillars, released the debtors nh-eady enslaved, and brougljt 
back as many as possible from ovei'seas. But the great 
merit of Solon's work was in the pi'eventiou of siniilur 
©vils in the future. This was effectively done by forbid- 
ding all loans and contracts in which the person of the 
debtor was pledged as security. The remedy was simple 
but effective, and Athens was never again disturbed by 
a general revolt of debtois. “The i^oor do not get into 
debt,'* wrote Plutarch,* “ because no one will lend to 
them," and besides this the poor instead of becoming 
slaves became hired laboui'ei’S. 

It may be thought that the bearing of this history on 
the general argument is remote. It can easily be brought 
near. The rapid growtli of the old debts (and slavery) 
had been mainly due to usury, and yet Solon left the 
rate of interest to be determined by c(/Htr(ict the 

borrower might agree to any terms short of pledging his 
own freedom and that of his children. Most ancient legis* 
latois t the Romans) ^ made vain attempts to fix tlie 
rate of interest at a certain legal maximum ; but tliey al- 
lowed arrears to accumulate and end in slavery. Solon was 
the first great free-trader (in the laige sense), and it was 
largely due to his legislation that Athens, llie capital of a 
poor tract of country, became wealthy. Capital being no 
longer able to feed on the necessities of the |>oor wuh di- 
verted to trade ; and the poor cultivators being unable to 
borrow, swelled the ranks of hired labour. The commer- 
cial position of Athens was in many respects similar to tlial 
of Holland. Athens like Holland was natni*ally poor, but 
l>ecame the mistress of the seas and made large i)rofits hy 
the carrying tiude. The trade of Athens was largely carried 
on with borrowed money, and the rate of intei'cst was high. 

* Quoted by Grote. Vol. tll., p. 140. 

^ The popular idea ibaC he lowered the rate of interest lias no authority. 

* 8ee below, § 4. 
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riulcr this slimnhis a svstviu of was vstahUshcd on 

wlilch the ivst of ( Mvciv du]H'hclu<l. Tradiiiy with bormwed 
iiioticv at hit'll rales (I - tf> oO per cent arc i|Uoled) coni- 
[KiM'il the chief \mYi of ihe Inisiuess of the hankers, and 
lliey attained sneli u hi;'li reputation, aiicl such confidence 
was piaei'd in ilieiii thai. siys Itoeeklu^ '^business was 
n ansae led with iliem wiihcuit witnesses, money and con- 
ivaels of debt Were deposited with them, aiul agreements 
com inded or l am elled in lln*ir presence." 

'Du* i’ommereial pr<»s| unity of Atlieiis is shown by tlie 
nnuierons regulations hn* (be Ixniebi of merchants, 
lliiit niehaiiitde trials slicmld only lake [ilaee in winter, 
ami by delinite staleiiuoits. **AU the bti^iiiess.*' says Xeiio- 
j>ii«in. **of Sicily, Italy, ( yprns, Lydia. JSmtns, and the 
Lelopoiniese. Allien.'' by her miipiiv I lie sea is able to col- 
lect in <»ne spot." 'Die empire of the sea lias in general 
Iteeii slioitdived, and Alliens lost her eoimnercial stiprem- 
iu y through well-known piilitieal causes. 

‘Diis imef reference to the eeoiiomie history of Alliens 
briiig.s out elcarly two great causes of higli rates of inter- 
est : one a sign of the gixsitest miser v, the oilier of tlie 
gr<*atest t‘rns|K*nty. ‘riie nates exacted from poor etdti- 
valors on the securltv of their lilKUlies weiv usurious in 

s 

the worst sense of the term, and they caused disaslions 
soc'ial results. And it may be s;ud generally lliat in every 
nudevcloped agrii ultural society wlicix* motu*\ -leiidiug is 
p(»^^jhh^ itisacnr.se: and the only ix*mcdy appears to be 
to strike at the so-called security of ilic lender. 

Oil the other baud, the liigli rates obtained from advances 
on bottomry and merchandise were due to the rapid gro will 
of a liigldy profitable foreign trade, from which Athens 

• Kfonohiy f*f Affif’HS. p. liio (ii'niishlioii . Tills work still plv«*» llie 
f.icrs in ii convcnk’ia form. niiU IIk* comment^ arc for the most pnit too 
ab<iii(l to OiHirnri ilu* nUfiiUon. c./j,. imnusli.-io ly nficr the sciiiencc 
•pintcil n. Hint 11 le Ixniker* ami j«om*y leiuh'rs «trew r>» tlicinflelves 

the im riieO li.airisl of ftll nt the most I nr.! moos of liumnn IhIii^ ; 

ami he nscril>c5the Ink'll rate i»f inlercM to the w«*)nl of »cciirily caused by 
Solon’a legislation. 
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gamed far inore wealth than would have been possible b^* 
the most intensive cultivation of hev temtoiy. This 
wealth provided tlic necessttry material basis fur the unri- 
valled works of the age of Pericles. » 

§ 4. Homan Economy and tht Hate of Interest. The 
wrly economic history of Home is similar to that of 
Athens ; the small f«arn)ei« were led into debt by war and 
famine, and slavery was the only form of bankruptcy 
Accordingly we find about 500 u.c. (a hundred years later 
tlian Solon’s legislation) attempts to deal with the evil. 
By the legislation of tlie XII, Tables a maximum i-ate of 
interest was fixed, which, though a2)parently 12 per cent, 
was intended to be low, but the severity of tlie law of debt 
was left untouched. 


Hei^eated attejn2)ts were made to deal with the abuses 
of usury by regulating the i-ates, but the root of the evil 
lay in the legal powei's of the creditor, and tliese were onlj’ 
curtailed in form. The maximum i-ates were I'educed, and 


as early as 342 b.c. usury was declai-ed illegal, Put the 
law was evaded by fictitious loans, and for the principal 
of a debt (though fictitious) the severity of tlie oM law 
was practically unaltered. During the next jieriod of 
Homan history from the subjugation of Italy (273 n.c.) 
to the conquest of C.arthage and Greece (146 ii.c.) tlie 
evils inherent in tlie social system inci*eascd. Just as the 
Homan farmer of the earlier period had been destroyed 
by ^ pernicious law of debt and heavy taxes, so, in tins 
period, the Italian small farmers \vci*e ruined indirectly by 
the same means. The conquered provinces were taxed to 
the uttermost farthing;* great quantities of cheap com 


were poured into the capital; none but the laigc holders 
of land with slaves on tlie footing of cattle * coukl with- 
stand competition of this kind, and the Italian farmers 


‘ Cunnlagbam ( Wettern CMliMtiotty p. 120) considere Um uijproduc* 
tWe expenditure on public worke as a contributory cause to ibo do^vtifall 
of Athens, s Cf. Mommsen’s JJiUorjf o/Jtome, Vol. HI., pp. 39&-401. 
• Jbid~, Vol. II,, p. 300. 
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pa>sLHl under the yoke of xisury into slavery or degraded 

paniuTisin. 

I'his glut of corn from llio provinces was again laigely 
duo to I be abuse's of usury. The system of iKvnking 
Nvliii li llu! Albonians had devolo|M*d for eonuncrce was 
fasinoneil by the Uonians into an itistrmnont of extortion. 
'Die formed an iiii[H>rlanl excliusive corporation 

wit It bramlies tbrongliont the Itonniii 1Cm[>ire. Their 
arec mills were kept willi jierfect aeciiracy. they received 
nioiK'v on dejiosit and allowed inten^sl. they used che<|nes 
and bills of I'Xibange, and in the <;om‘se of linie they 
olilaiin^l an enormous Imsiiiess. The exeelleneu of tlie 
Ibniiaii loads, it has heen .said, is to W aserilied as much to 
llu! organisalicm of the kanks as U* the necessities of war. 

In ('onneelioii witli tlie iKinkois, tlic speculative con* 
tvaetors must Im? nole<l. 'I'lieso conlractois were mi<Idle- 
mmi mon<»|H»Usts and largi: eapitalists, The .state took 
tlie learl bv letting all its more eom|iUeatod revenues and 
all etailvaels for furMisbing snpplie.s to eapitalists or asse- 
rialions <»f ('apilalists for a fixed sum to be given or re* 
reived, hands were leased or purcliase<l in the colonies 
for |irodnciiig corn ami cuttle on a large scale. 

I' lie tyranny of capital inerxsised a> the system of money- 
lending obtaiiieil a more perfect organisation. It was a 
tvranuy of tin* iimsl elTeetive kind, and every kniker laid 
bis debtors* prison. 

Tlie wcallii <»f the Unman ca|Ml<dists at the time of the 
power of the UepublU? wjus obtained ilirectly or iiullvectly 
horn the plunder <jf tlie |»rovinccs. The cooperation of 
rude ec<»uomie conditUms and the niiscrupulous employ* 
tuent of Unmy*s political ascendency for the henedt of 
tlie private interests of every wealtliv Koman rendered a 
usurious rate of interest univei'sal. The taxes were let to 
the highest bidder, and the provincials were at the mercy 
of office i-s who had purchased their offices by bribery. To 
what a pitch the extortion of these tax-gatherers attained 
is shown by a master hand in the oration of Cicero against 
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\ enes. Organised robbery «-as a substitute for coni- 
nioree. and the provincials were obliged to borrow from 
their masters at usurious rates. The «ar tax imposed by 
bulla in the province of Asia (84 n.c.) which was ad- 
vanced by the capitalists, s«-elled witli paid and unpaid 
interest within fourteen yeaw to sixfold its original 
amount. The virtuous Brutus lent money to the people 
of Cyprus at 48 per cent. The wealth exti-acted from 
the taxpayers was jrartly employed in large undertakings 
worked by slaves with an absolute disregard of humanity, 
and partly it was poured into the capital, where it was 
consumed in outrageous luxury or used to buy up the 
highest offices. Tlie jeune»$e dor(e of Rome borrowed at 
extravagant rates till they could no longer support the 
burden of their debts, and then redressed their fortunes 
by obtaining a province. Cajsar before he had filled any 
office at all was in debt to the extent of more than a 
quarter of a nulHoi) of our money.* 

Cicsar, liowever, I'oiidcred a service to Homan civilisa- 
tion whicli, late as it came, was worth many juillions. lie 
abolished the old law of debt wliich had virtually been in 
force for five centuj-ies, from the time of the XII. Tables. 
He gave tlie debtor iUe right of formally ceding his estate 
to Ills creditors whether it sufficed to i>ay them or not, and 
the debtor was thus enabled to save his personal freedom 
and begin a new existence. The importance of tliis early 
bankruptcy law was very gi-eat. It is true that tlie adop- 
tion of the principle of Solon had come too late to save the 
old middle classes of Home and Italy, but with tlic estab- 
lishment of the Bmpire and the ultimate cession of civic 
rights to all persons this law ameliorated the condition of 
debtors and put a check to the omnipotence of capital 
throughout the civilised world. 

The i-eal tyranny of capital in the later days of tlie 

* For full dctail8 of the weelih and extortions of Roman capitalists see 
Mar(|iiardt and Momujscni I/audl/uch der JiOmiKhen Aif^rthUrntr, Vo\. 

It, pp. Cl-08. 


VOL. iJI. — K 



KCONOMIC IMUKJHKSS. 


i:iO 

comparoct with tlie inia^'inaiy lyjaniiy of tl)e 
jire.sent day. nfTords <ine of ihu l>cst juiuaical tests of Uie 
economic |*r<>j;u‘ss of tbc rivilised worlfl. W'v. have u faint 
uiialofty in ICiij^Usli hlsiojy of llio nu'l!indsc»f Homan politi- 

oal oovrn|»li<>u in the ease c»f in the oigliteuntl» 

oenlui y. "'ho pliiiHlerecI India and UM*n hneed n|> tlie price 
of seals in ihe House of t'onniicms. Hut the |>liujder of 
India was ndalively nicnvifid. and the juditical power of 
ihe Nahoivs at home was ndalively ncMniiud eoinpare<l with 
tlie devastation of llie Homan |)i'c»vinees and llie effective 
control of tlie c entral ^^ovcTJiinenl liy tlie monied classes. 

It is woiili nolinj;, hrovever* tliat just as at present nsnry 
ill the old si'iisi* exists to some extent, so also interest in 
the? modern leoitimale M*nsc* \vas to senne extent incvalent 
ill aiic:ienl Home, 'riie tivineiuloUH eoiuanitration of capi* 
tal in tlie < ity of Home itsedf made lh<‘ rate of interest on 
liisl'cdass sec-nrities <*xtreimdy lowi^ thus in r>4 U.c. it 
was only 4 per rent, whilst in the aimn-hy xvlnc li follo\ve<l 
it only rose to pm* cx'iit. lint in the city itself usury 
also was ranijiant hn* iIm» jinrjsises of jMilideal corrnjition 
and privates cleliancherv* and in the provinces — as aheady 
nhserved nsnrv of tlie woist type was univei’sal. 

5 o. L»iu\ Ittfvrfsf t!o' A»*/wp//e. Tlie history 

of the deedine and fall of tlie Homan Kmpiiv mi^hthe writ* 
ten with interest ttv nsnry sus the piincipal character iti tlie 
drama. In tlie ;^oddcn aj;c of the second cTnlnry, which <iile 
hon has dcseriU'cl “without liusiiation '* as the nio.st liap]>y 
and pi'ospe rolls pericHl in the history of the liuinan race.* 
tlie rate of interest w'as low anci the abuses of usury were 
slii'ht. The contractors and politicians had been extrude^d 
or muzzled. Tliere is ahiindant evidence, however, lliat in 
the third and fmirlli centuries the evils of usury appeared 
on a large scale.** As in earlier times, the root of the evil 
was to be found in excessive taxation. This was aggrU' 


' ^fnrf|ll»r<lt »ii<l Mmiiiiis<’ii. Vol, M.. )». Ot. 

• /ifrliHr QHft F'lfi, Vol. T. C'li III. 

* (/- CunninjrKwHi. U>«€r« dcitisaiioM, |‘- 18". 
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vateil by tlie imfiivourable balance of trade experienced b>- 
tlie gi eat mass of tbe provinces. There «’as a o-rowijifr 
scarc.ty oflmllion. The supplies fro.n the .nines iTrobably 
dununshed, and the drain to the Hast and the consumptio.^ 
.. he arts constantly increased. Successive depreciations 
of the currency only increased tl.e evil. Tl.e p.-essure of 
axation and the diminution of capital gradually eripided 
the ptoductive powe.-s of the provinces. Coupled with 
tiieii loss of productive powei's was tlie contraction of 
economic freedom. H is true that as regards the law 
there was a continuous anielioi-ation in tho condition of 
Slaves Pioper, but there was a corresponding deterioration 
of lined labour. “"I he taxpayer’ necessities were the 
usurers opportunities,” but as Dr. Cunningham observes. 

■ It would be a mistake to suppose that the moneyed men 
who advanced money on usury and farmed taxes had an 
easy tune of it. Their position corresponded with that of 
ilie .lews in Angevin England ; they were the instruments of 
oppression, but they were mei-oilessly squeezed themselves.” 

1 he pressure of public bui-dens, of which usury was one 
of the most striking symptons, gmdually restrained mate- 
rial progress as it contracted economic freedom, in e^•cry 
department of industry. Even Justinian, whose name is 
associated with the system of law that still governs a 
large part of the world, played a considerable part in tlii.s 
contraction of economic freedom. IJe instituted tin- 
monopolies which later on did so much for the ruin of 
Constantinople* and the Empire of the East. Under this 
emperor, however, the evils were only beginning; un.l the 
rate of interest allowed by law was 6 j«r cent in oidinary 
transactions, 8 per cent for mci-cantile loans, or 12 [ler 
cent for advances on bottomry, and it is proliable that the 
law only confirmed prevailing cui^tom. 

'^le history of the decay of the Koinan Empire is carried 
by Gibbon down to the sixteenth century, but in general 
tor economic purposes, especially if England is taken as 

* See below. Bk. V., Cb. II., § 4. 
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llio <riilro of llio iiuniiiy llu‘ llicrnsjuul yeais frotn tliesivtii 
U> llic sixtconlli ri*mnnos may Im* ocmsidcivd supaiuloly 
ximli'i' till* tilU* of tho Miclillo 

^<1. fjotiti /nf*i‘»'st iti fff .l/A/'/A* “Ill llic iU^t 

veal's of llie Kmiai'V.** says •• ovors lliihjf iiKlirutcMl 

u society ill romsi* uf c1rvrlin*nu*iit or i:iviUsa(ion in laoi;- 
ress .... .'\t tlie eml of iUr fnmlli eondiiy ni«l only 

hail all s(K ial iM'o.crivss reax-il. 1ml a ivlro;;ia<U‘ int»vrmmit 
was Kcusihly 1>U.“ Sir fl.-uvy M.iiiir, in cliMnissiii;; llie 
(O'ijjiu of |>i'im<»oeniliMv, ar^^nes Mini soiioly liaJ ivlm- 
pnulecl to a jiriinilive ty|*u ami was <Him|»ellu(l Ic) ailo)>t 
priinilivc insliimions. nvm- the larger ^ineslirm 

of general jir^giess llieit* van Ik* m* «loul)t tliat as regaicU 
nialm ial \seallli lliero was cl<'ei<lr4l reliogrc.ssion, e.//., liriHc- 
making and Kinking were lost ar(s* wliere onec limy laid 
iloni isliml. anil slavery look a new lease of life, kemlal- 

ism at its worsl to ilirealen the very existence 

of Koidely — as in Kngland, ft»r <'Xam|»le, in the reign of 
Sle|jhen. A new eivilisalion had to K* evolved of whicli 
Cdirisliaiiily and imlividnul fm'dom weie (o l>o thes|niitnal 
life. Tlie ahtises of lln* nn-diieval Clinn'li. whieh in the 
eml remlered ihe Kefni'inalimi a jiolilieal and eeonoinie 
necessity, have hlimled ns (in KnglamI) to llio eeonoinie 
luMielits of f’hri.Nlianity chiving tho earlier mcdheval j»eiio<l. 
Uut in that [»cnod incnc* than ever peihn|w in (he wi>rld s 
history a great eflVn l was made to hannoniso the conllii i- 
iiig wants and activities of Imm.ni nalniH*. The wairh- 
word of ihe great Christian thiiikei's, (he men of genius, 
of spiritual insight, and of fearless cle\oti'm wlio.sc thoughts 
at ouro expressed and gnicicd the .slrivingoi of popnhu 
heliefs miglit he modenii.s<>d in the iiiipceative : jnoralise 
your economy and spiritualise your moi-ali(y. 1 he develop- 
ment of the ('anonist doctrine on loan inten‘st affords a 
g<iod ilhiRtration and at least a partial pM»of of this p«»si- 
tion. It was much rnoiv tliun a stmining of the text, of 
Scripture on the sinfulness of usury and of the text of 
' //^>rory /i/ OVnViOOH (x (iraiijJaiioii). Vol 1. I*. 



riJOGUKSS AND I'KOFITS 


133 


Anstotlo on tin? barren ness of money. It had no doubt 
its JU'gatIvc side, luul its in'oliibitions and condemnations 
if .ipidied vurhathn H Viteratim lo modern conditions would 
make J^ombard Street as deserted us Pompeii. Such a test, 
however, is altogether unfair. The proper comparison so 
far as condemnation was concerned Ls not Lombard Street 
but Isaac Gordon. Tlie Canonist writers in their prohibi* 
tions were dealing with those very practices in tlie con- 
«lemnation of which the last fl900) Money Lending Act 
is obliged to resort to the mediaeval term '‘unconscion- 
able.*' Tl»e (’anonist doctrine was an attempt to provide 
religious, moral, and legal sanctions against abuses that 
were univei^al in all early civilisations, and which survive 
us important exceptions at the present time. It has been 
said that the tlilnkei's of the Middle Ages only very gradu- 
ally worked their way from the conception of a number 
of particular prices to the conception of a general pui*- 
chasing or exchanging power. But the thought coiifoi nied 
to the fact. The development of interest on money Is in 


man 3 * respects analogous to that of tlie lent of land. For 
many centuries the ownei'ship of land enabled the owners 
to exact monopoly rents in the widest and rudest sense of 
tlie term. As shown in the preceding chapter, the rent of 
a piece of land was not paid out of the surplus produce 
of that land, but out of the general ability of tlie tenant, 
and similarly during the same j^criod the interest of money 


was in man^' cases not imid out of the profits made b 3 ' its 
use, but out of the general ability of the bori'ower. In 
the case of land, the lord could exact fwin his bondsman 
all kinds of tallages, amercements, and pracarious services, 
and in the case of money the lender under variou.s names 
devoured the wliole substance of tlie borrower. The 


mediaeval usurer of this type was in truth far more rapa- 
cious and exacting than the worst mediicval land-owners; 
the latter wore restrained partly by custom, which gradu- 
ally became more and more favourable to the serfs, and 
partly by the economic consideration that at least tlie land 



KCONOMK.* i*iioca:r:.ss. 


1 U 

aiul a luitntiiuin of siilisistviH^c iniisl Ih.* left to tlie cultiva- 
tors. I»ut tlie iiMirer had no such Hiiiitations — and lio 
dcv(Uire<l liis cU*hioi' Ijody and soul. Thus, in one very 
iiuportant r<*s|Ku |, vilh*iiia;(e tnav l»o iv^^rded us coinpara- 
tivrly hetieliiial tii ihe tna>M*s of the people. It was u 
natural eetnunny lliat proierUnl them a^^aiiist th<‘ abuses 
of a nioiu*y e(r<»ii»uiiy. Whalevci* inlcrest eu.sloni nh^dit 
assi^'h to {\iv villein, hi* CiUtainly laid no ijitercst wliieli he 
eonlil inorltta»;e; if lie eould iiol leave Ihc* laud, neither in 
oeneral I'onhl the laud liMve him. d'iie dew [)liindeie<l 
tlie Ioh) of the manor and the kin^ plmidered the dew, 
hut tlie Sin kers of nsurv did nut reaeh down to tin* villein. 
'I'he rustum Ilf ilu* eouuiry j'avo him a surer safej;unr<l 
a^uiinst thc^ money-lenders than the wisest lej;islatiou of 
Solon and .luliiis < lesar.* 

hi ilut nineteeiiili eimiury ilio [)ca.sjm(s of tuuinany and 
Russia, in the eoiiix' of progress, have in many < asos ex- 
chain^ed tlie seifdom (»f the lonl for the bondage of the 
dew — the wliip for titu seorpion. 

'riio enmlem nation of usury hy the Church was for tlic 

^ 'rih* iMOhML:i;i|>li 1>y 1>r, <'iMmiiiuJi:iin on IViii’y. niiil Ihe i*X|HisklMii of 
.\sl)lry <*f llir t'lUioiii^L (lorlhiH* on Inn iv>t (r-'iiry). Uiins 
willi rt’iii.u kiOilr rli'so mi*hh Uie ;:i<ov(li i>t iik'iIi- 

kpvsil r>|>inM>ii n*A ihe .vlan'^Uion of opinion in the o<*r>ii<Miiir 

Phvirmitni'Mt, ’riio liy on l|ii> f'x<*Ur«tu(T Oic Jowa. 

AuniilrtiioiinU liv iIk* woikof Mr. .lo<i*|iU •Vnr’ob'< on llio .nov.« in Aiisc* 
via KiiulaiMl. naonU niiih'iiaU >>Uirli sluriv. It iiitiAl im>1 

Uc for^'oltMi rliut till* ryi/i/'M ./w.Arorwrw ni wti-* not chllri'ly <lm* %•* 

th«> lUai'Maliori of iniiry. fi>r to •<nv iioiiiinz of n«liifii>iis ;iiMi nci’ 

nniTnoAiiy wv rca«l Unit iioinv IxaU of lauUs .im1 rlinttHM rAiiic 

MUo iIh* khiir’.s Ii.mds (MaUos). tUc ivsolaljoiiA rei'.ioUns? cnshHly 
of moTii.MZ'*«. 'verr Ursiznoil jwrrly »r any i.iO* hi M«e kins : ‘a lM*iirhi 
— lliai liK Muzlit know bow III IK’ It his rnuM nlfi’nl lo |>Ay. Thr kinZ 

hail bonosvofl nioney.it hileif’si of Uir Uo’lliren of llio TeniHi* early 
ai 127-1. and it U i>rolKiI»le that h<' lio|iei1 to rn.iko more Uy slviiis 
the monopoly of moiiev-Iciiain;* !•> flic I.oin1»ar4l.<i. otherwi.'?e he wouhl 
lianhy have coii^enletl to hvse the larffc reseiiue.'f oUlahied from the 
.feivs. 

I’rozress in tUo eoncrcte ran hanllv fiinl a l»etier ilUiatralion fb.iii a 
comparison of Hageimt'.*; LomUiril Street with MaUox'a fninouA cha|>tcr 
on the Exclie^uer of the 
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most part aimed against exactions which have always bee it 
regftrUed us imnionil and \v)iiel> tlie most civilised nations 
still endeavour to make illegal. This condemnation «-as 
enforced. est>ecially against ecclesiiistics, by religious sane- 
tions ; and in sonic caries the doctrine was carried to an ex- 
treme — just as the condemnation of gluttonv» uncInistitVt 
and other deadly sins led to the extremes laid down by 
the original rules of the various religious orders. 

There can be little doubt that in condemning usury tlie 
C hurch did not go beyond the common-scnsc morality of 
tlie time. A case is recorded by ISIadox * in which a Jew 
bouglit a decision from the Court of the Exchequer of tlie 
•lews to the effect that by Jewish law one Jew could not 
lend to another on usury. In the same way wlillst the 
Jews were suffered to lend to Christians (under minute 
and stringent i-egulations) it was thouglit sinful and im- 
moral for Christians to exact usuiy fiom one another. 

On the positive side, liowever, it was soon recognised by 
the Canonist philosophei's that there were various cases 
in which what we should call economic services deserving 
a reward were mistaken for usury. Acconlingly much 
learning and analytic power were expended in transferring 
these services from the category of sins to the category of 
virtues. The principle of formal justice which is so effi- 
cient in the application of monility to practical economics 
(«.^., the morality of taxation) wa.s suflicient to effect 
the transposition of one important class of these sins. 
It was thought that the prohibition of lending for gain 
(na quid ultra 9orUm') did not involve the duty of lending 
at a loss. Accordingly the lender miglit claim that the 
borrower should restore the loan under sucli conditions 
that the creditor suffered no loss. In the end the Canon- 
ist doctrine was found to include any real loss suffered by 
the lender, owing to the defeti’ed use of his means, and tlie 
term “interest’* (inter eue) is supposed to represent the dif- 
ference between the actual condition of a creditor and tlie 

‘ Exchequer, Ch. VII. 
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ron(U(i('n lie wmiM Unw* \)Vi‘U in if lio liad rvtainecl ]vx';scs« 
sion c»f Ills wi'aUli. 'riiiis il apjieuis lliat IIj«* luadiii;; idea 
of Ji(»ulirn-I*a\vrrl; had iwealvd to ihe iJKuliiuval 

monks. The <‘iMionisls al>o m’c»j;nisr<l ilie jaiiiciplo of 
iiismaiiro, esjiei-ially as aji|di<'<l lo tlir nunvliaiidi.M* tif for- 
ci^Mi tra<Us aii<l lln* sh-epinj; jMiHior very carlv was adorned 
with (Iiat cdiwik of i rsperlahilii y wliieli i*\\y modern purists 
siiW refuse to (he landlord. 

'I'his jiisliru’ation of intrivsl. however, wa^ a hrid^^e hy 
whhdi a iniiUilnde of .sins cnuiIcI (roo|> ovei’ to llie .side 
of viriiie. Tlu* veuv lidi^ioiis man who eonld not show 
1<» the satisfaetion of Ijfs <'t>rifessor that (li(*re was •/•n/tumn 
t iurnfi-tiM or turru/rt rrstutfix ec>nld ])rol«d»lv plead /u rfrnfmii 
soittx, and (liat he was entitled to a lewanl for the risk 
of tlie prinei|ial. 'Dns idea of reward for rUk was of 
especial iniportanee in the dc'Velopment of parlnershi[> 
and the a[)piieali<Mi the eapital of private pers<»iis to 
1 he u.ses of trade. A I the same time various other forms 
tif ee<»noTnie activity wltieh at limt si^ht liad si*eiiied to 
partake (d' tlie nainre of usury were hron^dil under tin? 
a]>proval a<a*ordc*<l t<» noeial lalNUir ami (lie promotiioi 
of social ^oml. It is I me* no doiiht. tliat the nietliod (‘f 
le^al hc'licHis was also i*esorttjd to for tlie purpose of recon- 
ciling^ antiquated rules with new prsietiee.s. On (fie whole, 
however, there was a orudual iveo^niticm of the ee<Mionilc 
j)rinciplo that inaiinal lalMuir is only one s|KHaos of eon- 
iioniic elTorl and lliat the venitUTs of eajntal alsti <le»ervo 
their reward. 

The eitie.s of northern Italv ^five the liest materials 
regardinpf loan interest r>htaiiie<l from (he picilits t)f trade.* 
Of these Venice was at first the most important, hut later 
on l*isa, (lenoa, aii<l Klorcnee wero pr<imineiil. 'J'hese 
and otlier cities were enriched j»ai*tlv liv trade uith the 
Hast and partly hv the <’rusa<les. The Do|fe Mocenl^o 
is reported to leave said of tin? wealth of Venice that the 

• C/~ Mall.Tio's Afffx, Vol. in., jv S20; M<*C\iUeclii 

r»n F.conoinical I’oijcy.*’ Jlixtoi tf of /(atmn Comm^rcr. p. .108. 
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city employed ten million ducnts in mercantile capital in 
different parts of the world, and that the annual profits 
of the tradei'S oji this sum was four iniDiond At Modena, 
in 1270, the ordinaiy rate of interest was 20 per cent. 
By the end of tlie fourteenth century, just before the estab- 
lishment of the Bank of Genoa (1407), the rate in Venice 
had fallen to 7 per cent. In 1479 the king of France 
agreed to pay the king of England an annuity of sixty 
thousand crowns, and it was specially stipulated that tlie 
partnei*s of the Bank of the Medici should be responsible 
for its punctual payment — a striking testimony to the 
development of Italian banking and credit. 

The decline of the Italian cities through polUioal causes, 
and through the discovery of America ajul of the Cape 
route to India, marks the transition from the mediteval to 
the modern period in which Uollaiul and later Englancl 
gained tlie supremacy in finance. With the close of tlte 
mediroval period ‘‘usury** more and more gives place to 
interest, just as “monopoly** exactions from land gives 
place to economic rents. 

§ 7. Loan Intereft (he Mrtliceval J^eriod. Iji trac- 
ing the effects of industrial progiess on the rate of interest 
in modern times the diffei'cntiation already observed becomes 
more marked. Loans as befoi'e may be divided into two 
groups, according as they ai-c obtained for profitable cm« 
ployment or for tlie necessities or desires of consumption. 
In both groups tlie variety of subclas.se8 is greatly increased, 
and it is only necessary to note tlte prineij’a) points of con- 
trast with earlier conditions. 

In the first place, with the exception of a few “survivals,** 
the monopoly of the lender has disappeared. In tlie case 
of pure interest, indeed, the competition of a well‘Oiganisc<l 
market finds perl taps, its best illustration. Given the same 
security, negotiability, and generally the same net ad van - 

* llsllAm*A Middle A/jety Vol. 1., p. 4C5. At Uic x.'tmt' lime K is Ktatrd 
that tho houAinj; is valued at 7,000,000 ducats and tlie rcnUl at 600,000, 
i-e.y tlio rental of lioiuies is about 7 per cent. 
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ihr niti* <if inU'iust tends to 0(|n5iUly iiu)rc readily atr<l 
ttwv a wider ai<*a tlian ]< the easi* wild any other prices, 
'Dir nee<U nf tin* parlii ular lKMr<»\ver iir> loii^ci place lum 
in tlie |ic»wer id the parlic'ular lender, and with a few icda* 
tively niiitn]>i»rlaiit eKc'ejiliniis loan capital has altci^^ctlier 
lost its nii»dia*val paiiiiailarit v. 

S' • .nitfftfs it follows that "iveii e<jnal security — the 
diltVieiiei* ln'tweeii ]i»ans hir pnalnetive an<l unproductive 
purpii'^es h.is entirtdy disappeared, 'riie j^eiu'ial rale of 
intei’i'st ilepends iin the ;*eneral eoiichti<»iis id clcuiainl and 
KUp]ily, ( inlrr pri'senl enndilionK at any tinn* the demand'^ 
of slaU's and inimiri|silitii'.s for loans may exceed in 
iinportan<*e the a^^re^ate demands (»f industrial eonecrtis, 
and the sum tntal of puhlie investments of this kind is 
('iiornious. 

7V//p///y, as llie result of this e<jnalj>ation of interest its 
burden \\A> ^iieatly dern'ase<l. It is plain that no one will 
hoi row for priHlnc;tive purpckses except with tlie hope of 
making ail additional net profit, and thus every loan of this 
kinil (a.>^sunun^ tin* ealeulalion just) points to the motive 
nf an eeonoinie advantage. 

F'on-thffn tin* <lcv<d<»pinent of the law of hankruptcy 
and of tin* prinei|»le of limited liability lias rendered tlie 
lendeis eaulinns on ibeirside. ami a cbei'k is a^ain imposed 
on the waste of capital. 

/'V/V/i/y, at the same lime the development of puhbe credit 
has given gi*eater security for puhlu; loans. 

'I'he public creditor is not likely to suffer whilst the lax- 
liayoj call l»c mulcted for the interest. Hut there is unfort- 
unately no such guamnlce that [ml die loans w'ill always 
promote the a<lvanlage of the Isurowing society whether 
state or munieipality. The [xdicy uf public debts must, 
liowever, l>e deferred foi' sidisequent consideration.^ 

§ B. Proffrc>i$ fhr Kutv of lutfrtif — Summnri/. The 
[ircceding inquiry has shown that even Interest, apparently 
tbo simplest clement in gross profits, is tlie resultant of a 

‘ In Bk. V., rii. XVIII 
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lunnber of complex forces.* It is true tliut tlie rate of pure 
interest may now be asccrtainctl by lefcrring to the yield on 
fiist“Class securities, but it does not follow that tlic causes 
of changes in tlic rate can be so easily ascertained and still 
less can they be accurately measured. It is an old idea 
that a low rate of interest is associated with iinlustrial prog- 
Sir Josiah Child, in his Discourie of Trai/e^ calls the 
low interest of money the cau$a i.‘ansans of tlie pi'ospority of 
Holland.* lie also tries to show by impartially searching 
our )>ooks ** that tlie riches and splendour of England have 
been increased with the fall in inlei’est, and he supposes they 
would increase still further with a further fall. He sup- 
ports the historical with the compamtive method, and con- 
cludes from references to Scotland, Ireland, France, Italy, 
and Spain that riches vary inveisely with the rate of 
interest. During the two centuries that have elajwcd 
since Child wix>te this idea has persisted, tlie only differ- 
ence of opinion being as to the nature of the connection 
and the reasons to be assigned. It cannot bo said, how- 
ever, that the appeal to history is conclusive. In the 
reign of George II., the net yield to the investors in 
British funds fell to £2 16s. 0*L }>cr cent, wliich is the 
present (1001) return to the Jlritisli War Loan and leas 
than the return on average Unit-class securities. In 1776 '^ 
it is said that half a million of money was lent in Scot- 
land at 3 per cent, which is the present ofTioial rate on 
first-class landed security. It would, however, be mani- 
festly absurd to maintain that England and Scotland have 
remained stationary. If the rate of pure interest caji be 
said to measure progress at all, it is probably not by any 
absolute fall, but by the diminishing difference between tlie 
pure rate and the average market rate on all kinds of in- 
vestments. As industrial conditions Improve, moic and 

^ S«c &]6o nnalyi^ii) of causes affecting iUo rale of interest, Bk, III., 
Ch. XXII. 

’i>/scourffe o/ Trade (4tb e<lilioi), p. 8). 

* Maopherson '0 AnnaU of Commerce, si<6 dKito 277C. 
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iiKU'C ticc^nrilios oiiUt Uk* first-class list. I>ut tins increase 
III tirsH'lass sec iirifios h-inlx of itself to niise tlie pure rale. 

^ I*ro>fr> it}* ‘itfl fS>in r>tf ~ thr MritHiui nivut of 

/’r-’fifit. ll, )i«>\veven llie ecmneelion Is tweeii interest aiul 
pioy^i'i'ss is (linieiill to <letenninr. to discover any precise 
<*(imieclioji lH»(vve<*n )>rolits and pr(»^u*ss seciu.s Impcless. 

'I'lie eoMi|»lc»xily of llie prt>]i|eTM lic'i'cnnes ofivious if wo 
coiisid(*r die mkhIo in wliirli |)r(»lils are ll^l1al]y nn'usurcd 
and llie oriirin r»r tliis mcdind of csliinatiuu. Fur a lo)i>r 
period laiidi'cl ]ivo]iorty of some kiml was pi'a<!tica))y tlio 
oiilv l<n'in of inveslni<*iit ' opcni to [Hn>>iais not enc^a^i'd 
ill trade, and die yic*l<l on I lie piuxliase Tijoney was die 
only forin of oKtainin^^ iiiii’iest. Soinetinns instead of 
tile land ilsoir Indn^r iHMn^^ht and sold, xve find reiit-cliaiges : 
and "in tin* rsnlier centuries Is^fnix* the alionation of ser« 
vile teiii*nients hec-iiine efnmiiori it w^nilil fdteii lie juissildo 
to l>ny a nnit eharifc wIh'Ic* it would not I hi possible to 
Iniy tliu iami itself.*** It is pvolsih)(* dint it was IVoiii the 
[naclii e of renl-< haroes that dm idea of jioixa»nta,^n'.s was 
iiit I odnceil into the pracliee fd tiileresl.* 

For many [nirposes hind may Iki e<msi<leix*d a species of 
(*aj)itid and nmt a spreies r>r |iroti(. Jiideed, the old legal 
deliiiition of icnt a<lopted l»v Blaekstone is that ^^rent is 
a i:ertaiii yearly ])ror]t arising otit of himls and toiioiiients 
eorfioreal.'* ^ 'rids prolit must Ihi certain ( o* .. in tin* 
legal sense), must issue veady, and must issue out of Inmls 
and tenements wherewith the owner or graiitcr of the lent 
may have rfronrH*- to ifikti'uht. 

hut. on tlie c»ther haml.' for many jmrposos it is im»re 
convenient to distinguish Ijidween land and rajiital and 
))elweeu rent ami prolit. And although for most pnrj>oscs 

' l-or » i h«.l .litre Kce P>t»/uM VmI. III., T’« 

• .\*.|iU*v’s I.. I’t, II., |». 4 ^"*. 

' *riir (r<Tiu:in \vnr<l for K<t«*r«v«*<I frnin rrj/iw*, /.•*.. rciM i 

whihl tlir Kr»'nrli r**r»Ts lo hilcwsl on any f»»rm of properly, 

ihovr. Vol. I., p. 402. 

♦ RlackMoni'. *'»u>‘.>rt,lnrir.<. Rk, M., TU. Ul. 

^ Sec iIk»vc. Uk. I.. <'l*. \*I.. 5i «"*. 
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tlie practice of uicasuring pi'ofUs us a percentage on the 
capital obtained aiuiuall}' luis been generall)* adopted, it 
is well to bear in mind the origin of tlie custom and to 
note the dift'erences between a simple rent-charge and 
other species of profits. 

Trade profits, for example, are by no means certain 
(legally' or otherwise), the profits do not issue yearly,* 
though a yearly estimate may be made, and the trader I ms 
to venture his capital without any ulterior secui'ity for tlie 
profit in the shape of lands or tenements corpoi-eal, and in 
the ordinary case without any legal security whatever. 

Protit per cent per annum is only a mode of estimating 
the actual profit derived from the turnover of the capitiih* 
The capital value of any business at a particular moment 
of time is the sum total of all its assets less its liabilities, 
and the difference between any two dates is the gross 
profits over the period. 

How much of tlie gross profit of a business is put down 
as interest or as insui*ance (tf./y., by ci*eatioJ^ of a reserve 
fund) or as wages of management, will depend on llic 
custom of the trade ; but we may be sure that for the 
owner of the capital, if thei*c is anything left over tl»c term, 
profit will be elastic enough to cover it, and for purposes 
of theory there is the conception of r/K<4«<-rent. 

§ 10. Profits and Prices. In recent years much atten- 
tion has been devoted under the leadership of Professor 
Marshall to the exposition of the resemblances l>o tween 
the rent of land and other forms of income, and iJi )jeai*ly 
every form of income for relatively short periods an ele- 
ment of 9 «<i«f“rent is discovered. The essence of the 
resemblance seems to be found in the development of 
the old proposition that price determines i*ent, not ivnt 
price. The income derived from any appliance or factor 
of production depends upon the price of the product (.and 
not the converse), so long as the period taken is relatively 

» rr, Adrtin Smith, Bk. I., Ch. IX. 

* C/. Mar»haira Prineiples, Bk. VI., CU. VIII., on this distinct ion. 
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so slir.i t that lliLTc is iml time for the siipplv of the ai.nli- 
am.e factor to 1... ioll..e....e«I l.v cxpunsio., or contraction. 

.\iy .linorcce M .il, I'l-of.-ssor .Marshall r,,. this point wa.s 
almost cnlir.-ly as iv-mrls the econoinv .,f hin?t.arre. 
leclmi. al imm.s ontrhi m.l i.. hi- nmliiplie.l l.cvond' neces- 
sity. an.l the pr.-lix ./...ui has, in ^..iieral, served to o-ather 
lather than seatler th.' idonds of niisiiiKlerslandiny. 

.\s i.'oards the snlwlam-e. Iiowever. of (he luialoe-y he- 

l«-e.-n .-eonr.inie r.-nt and prolils it may. 1 think, he extended 
rniu'li finuioi'.’ 

U li.-M oner- a s..,.i,.|y has jiass..,! from a tiulural to a 
money .■ermoiny. the monetary valuation of eapidii (and 
'hus also that of profits) i.s no l.mjrer a seetmdai v. or ucei- 
ncnlul, \mi II |inni:irv 4|ii:i]iiy. 

U\M Mill tlu5 iiiricloiit of exc hunjro bocojucs in 

l;ua an ossinilial imijC (ho snlHlanre of (.upita), ThU 
liisinrirul fart lun) U-rii (hornii^rj,! y hy A<l;nn Sniitli 

In nivuhUin- ni|.ila|. < ‘iNnilutiirg ca|atal is (liat 
wlurf, alTonls u hy changing )kukJs. 'J'hc* roveiiuu 

or [irnfii aiisr.s* sololy fi<an a voiitinnons osnillalioa of ox- 
'•linnges Is ►(wren nioncy uinl gc>o<Js, goo<Is and money. The 
ru|)iut i‘ontinn<\s its rxislom^c* hy lotainiiig its moiicv val- 
nuln>n; anything lieyond is j.i-om anc] msiy Iw lopj.ed off 
rovrntic : anything Is-lou* m» far .slicn tens its life, unless 
tlie clefcTt is unnle up frtnn future profit. 

With (ixed capital^ “which yields a revenue without 
• laijging masters at hrst sight, this character of exelmr^ge 
sccrins ex(du(lecl from Adam Smiths c;oncej>tiom Thus to 
lake Ins example of seed eon. : •‘•J-h.mph it roc.s hack- 
ward and forward iK-twcen the K'‘‘>'>»>d and the granary. 

It never ehanjres mastoi-s. and tlicieforc does not pro].eiiy 
nrenlafe. 'I'lie farmer makes Iiis profit not hy its .sale, hut 
hy its increase.'* 

It js easy (o show, however, that even in agriculture 
tlie monev valuation is essential to rixf<l capital. Ifecently 
many Kriglish farmers went on growing wheat with falling 

' Sec Above. VoL II., |K 8J. 
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})iices, but though the eeed was ve turned sevenfold as before, 
tlie profit became less and tlie capital dwindled. 

Similarly as regaitU buildings, machinery, and the like: 
they may be kept in good re|>;iir and worn out [larts may 
be continuously I'cplaced ; but whether or not this part of 
capital lias suffered real depix*ciation, depends also on the 
competition of other agents of production affecting the 
prices and also on the sales of the product. Machinery 
that can only make unsaleable goods has logically lost its 
value as capital as effectually as if it had been corrupted 
by rust or destroyed by rioters.^ 

§11. The Tendency of Profits to tt Mtniinuni. ••To 
popular apprehension/’ says Mill,^ 'Mt seems ns if tlie 
profits of business depended upon prices ” ; and later on 
in dealing with the tendency of profits to a minimum^ lie 
controverts Adam Smith's argument on the interconnection 
of profits and prices. But as is so often the case with 
Mill’s paradoxes, Adam Smith and popular opinion express 
a great truth which Mill conceals with refinements of lam 
guage. Profit, argues Mill, arises not from the inuitlent of 
exchange, but from the productive power of labour. 

Hut under a monetary economy all pix>fits depend upon 
diffei'ences in relative prices, and tlic number of prices 
Burticient magnitude to affect the margin of profits in any 

’ Ii in worth noting that Adam SjjiIiIi*s i>r«itioii on flx4-U OHpilal in Aiill 
that which la applied in the Income Tax jwscs.sciiciiU and in iliuC'ompaiiU'-J 
AcU. 'I'lie theory In both Company and Income Tax law Kccma to bu thui 
Jlxcd capital Jiax not to be replaced before profits are ni iiveO at. 'I‘h<' <mly 
notable exception is that an allowance may bo made in Income Tax ITturo^ 
for tiiG wear nrad tear of machinery and plant during tlic year ; none. 
t>owcver, may bo made for depreciation of value. 

According to the CoinjKtnies Acts profits are the excess of carnijm^. 
over cliHbursemems without any deduction for loss of capital. 

As rcgaids economic theory, however, it may be jwnied out that tin* 
Income Tax law is full of anom.*ilicA and ineonacatericics, and in piactici* 
if a aharcholder in a company receives larger OiTjclonds from “ wasting” 
xubjecu, he must, to keep liia capital intact, himself act aside a sum for 

depreciation. 

* PHnetpUa, Bk. II., Cb. XVI., § 0. 

•Jtfid., Ck. IV., Ch. IV.. S 1. 
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]i;u lii ular l)ij>ini.'ss is veiy "ivut. 'I'lic* piico of tlic labour 
ilircc tly iriu[»loyoil is nul al ways of j)n'<l<miiuaiit iinjjorlaiici.'. 
Si 1 K^^ luoroovei^ all piivi's ilrjMUhl H|ioii deiiiaiKi as well as 
ou su[>|jly. any aocoiuil of whiuli rofi* rs ojily to tlio 

[iroihu’livu ])ovvi*r of labour oiuits tla* ijHikcijial aucl laost 
ililliruk [>aits nt ilio |iri>)dein. Kviui fi'oia lliv of 

vit*w of ill ilit* uarrowot siaiso of t)io term the 

ox|ti>sitioM U iiiniinjilt'to : <ra|»ilal iii ibis srhse lias also pro* 
illa tive [Hiuei : iuii<*hiiiery may Ih* Milislituted for labour 
iiuil niuv Ik: auxiliary lo lalHOir, am I if vva^es ar<* aseribuct 
to tlie priHbirtisi* |u»\V4*r of labour, |ui)fi(s may with e<|U:il 
jusliee 1 ) 1 ' iissi^mul lo ibv |miiluc*li\u |Kiwer cd ca|>ital. 

Ib'iMluclivi’ |KWveJ. lu>vvever. with the widest inlerprela* 
lion, rauimt exleiul IhwoiuI sii|»])ly» aii<l bo(h wages and 
]>i'otits in s(»eii*lies loling oii excliaiige must dopeiul 
oi]ual)y on ib inaud. 

Money wajjes and piulits are IhiIIj eases of relative 
prices. Conxiih'ivd fnun ihis imint of view, there is. in- 
<leed. one in vvhiidi the tendeney of prolUs to fall 

wiili I be prooiv>s of s<M*iely may Ik* a (brined as a general 
jivoposilion — ;iu<f tlail is in Uie sense plainly indicated by 
Adam Sniitb. So far as pioliis <le|K’rid on buying (o sell 
again, tbo ineriaiM* f)f iompi'llliuii (emls t(» <limiiiisb tlie 
differences Uaweeii llie buying ami selling [Miees. In .gen- 
• ral comiietiiitui priiu*K aiv hover lliaii m<m<»poly prices. 
'I'll is argiimout a|iplies als4» In tbe dilTereiiec between flic 
|>rice of hilM)nr and ibe sale of iK product; the pi'4ili(s of 
inteiX'haiige fall as the dinVreiiee diminishes, and eithei 
l)ie lalKUirer or the <'onsumer must reap the iKmetit. If* 
tiion, as is tin* ease in modern iiiduMrial societies, the great 
is>dy of lalxnnem is tl»e same as the great IkhIv of con- 
sume is, we m.iy .say that real wages rise at the expense of 
protits. 

As already cxpluineil, however, prolils is complex, and 
a largi* part is itself wages. It i.s epate possible that the 
wages of management per unit of time may rise continu- 
ously compared with other kinds <if time wages, whilst 
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ipisgUii 

Of tlie fabulous riches involved. suggestive 

ll*kYYTft^ * tliii-d clement in gross profits 

My. insumnce nguln^t risk. In the coursf of pro™ 

risk b ertnulod"'?*'"""" 

UbJv IS extuuled from gross profits. TJie nieditcval sliin 
owner had to take the risk of all kinds of perils, the ijisur 
-..ce agajnst which is now as much a parf of Ut ^ the 

Z compartments 

to the individual the greater the piofit. The oiganisutioii 
of modern markets affords the iwssibilitv of imrae^ise eains 

kind Im ® *■■«''* ever 3 ’thing. Risk, of this 

.Snir r*’; ? • speculation, and obviously 

does not admit of insurance. ^ 

ra.!!’'^ speculation may mean anything fiom reckless, igno- 
ant gambling, u. winch one mans gain is another mL's 
loss, to far-seeing calculations of the couisc of progress in 
.11 Its departments. Speculation of this second kind some- 
times deserves to mnk with the highest efforts of practical 
genius, for without it such efforts never gain an ipportu- 

amfi^n ?”• however, even bona-fide 

and well-founded speculation obtains an extiavagant i-eward 

iis the result of good fortune ; but such occasional rewards 
encourage the highest forms of enterprise. It is, however, 
isdess to attempt to strike an average in cases of tliis kind. 

On the whole, the conclusion is tl.at if tlio expression, 
^^neral rate of profits.” is still retained in its widest sig’ 

I cance, the effects of progress on this general rate must 
be said to be indctenniDiite. 

VOL, III, — I. 
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NOTH ON niOKITS AXU I’KICKS. 

It may 1)0 ailiniUecl lhal Mill is iiorfoc'Uy conn'ct in denv- 
iii" lliat Ilia'll |>ru:fs maki* prolils il' Ijy high prices is 

nu’sviil simply a liigli goiirnil level of prious, c»r a low ex- 
cliange vahm of immoy, w1mc*Ii is snjiposed In have been 
dciiuiU’ly ami inilfnnnly estahll.sheil. Ibu such an ele- 
mciilary cxprisiiir of a simple ciim*M< y lallacy is imperti- 
nent U» the subject in one smisc nf ibe liTin ami to Adam 
Siuill) ill the niber. 

If Mill hail seen lliu r»‘al eniineiainn of prohls and prices, 
ho I'iiulcl lianlly have fonmilaled 1ms proposition on (lie 
temlmicy of ])rnlUs (o a minimum. 

'Dial general prnlils lend In a inininunn is, as a gcncial 
staleiueiil, as nnmeaning as that general prices tend to a 
mi II inn MU, the alwindily of wliieh is oh v intis hy exjiressing 
it ill the huan lhal the »*xchaMgn valmi of money lends In 
a maximnin. Vnder I’erlain comlilions cerlJilii Jcimls of 
prolMs teiiil to fall ami some, indeed* may become negative ; 
but, on the other hand, oilier kinds of pjolit may increase 
“ cmtvageously.'* 

Al! Ihese various prolits. once a money economy is estab- 
lished, may he trealed as <Mses of relalivc prices, and none 
arc dne simply to the produclive jxiwcr of labour. A 
stock-jnbber buys ami wlls [larlicular shaivs and makes a 
prolit, it may be. at ibe very same lime and plaec j in other 
forms of trade the cUffereiico in price and the vcsuUant 
jirofit de[‘cnds niK>M llie lapse of time or change of plat e, 
tlie commodily itself In'ing nnaffectcil : in other cases the 
ownor.s of various kinds of lixed capital buy labour of vari- 
ous kinds and sell the amalgam of their product, Ihe profit 
depending on a series of prices liesides the jjriccs of the 
labour directly employed. 

Pure interest may be regarded as the difference between 
present and future price. A present sum of money is sold 
for a greater sum at a future time, aud the difference is 
interest. “The csvscuce of interest in short is discount. 

I Professor conrlcuwu ion ot norlim-Ilawerk. “lutcr^'at aii<l 

Capital ” (tmnslalioM). p. xx. S«e also note Ilk. III., Cli. XXII . p. 
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peifect security, especially for baiikeif. They are^so iu 
the sense that tlie mtei-est they bear will be regularly t.aicl 
dutiag the period assigned; but the capital vafue o/ these 

Inv^imeVt T and the returns to the 

iluadof - ® money in these perfect securities 

seem-il^l^ i”® " Acco.-dingly banks use such 

secuiuies largely as providing reserves for cases of need. 

loans in which 

tlic retu of the princiiMil ,s cei-tain at a certain time. 

The element of indemnity for risk is also naturally ex- 
pressed in terms of prices. If U.e risk to principal or 
interest ,s great, the present value is proportionately low, 
pL ! r.? ‘I'^oounted at .a high rate. The yield in 

n^rt* 1 compensate for the total and 

partial failures of other cases. The whole business of 

P"^®® founded upon 
piobabihties determined by experience. When in any form 

of business separate insurance is impossible, still if the busi- 
ness IS to continue, the prices of its products must suffice 
to ensure the capiul involved. In other words, n-l,at can 

lie set aside for depreciation of capital depends on the 
coui'se of prices. 

As regards earnings of management, they are best 
garded as the price paid for a certain kind of labour. 
Any business m a satisfactory state must pay salaries to 
Its managers or directors, and whether or not tlicy happen 
^ be the ownere of the capital is tl.eoretically a matter of 
ifference. These salaries considered as part of gross 
profits are agam dependent on prices. 
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IMJfMJnilSs AND WAiil'S. 

§ 1 - /'/'.M/i *. thr /*,»>••• •»/ III considering 

iln* cIVi^i'ls of |in>gn''*s on \v;igus, wages may in tlie fust 
lie reganled as llir |»ii<te of labour. Tlie price of 
labunv is of eruirsc indy <»ne eienieMt all eo ting real wages, 
yisi as real wages again is only one elenicnt in general 
wi'lldieiug ; 1)111 tlic |»riee of la lx ‘Ur is a very inii)Ortaiit 
eleinenl, and ebanges in this priee are associated with the 
gieali'sL nioveineiil:^ of eeonoiide iHHigre>s. 'I o get l id of 
otluT roiiipliealing rireninslanees, I have used the pbrnse 
piiei' of lalxMir. I hit the phrase willioiit cinalilK-alion is as 
vague as ilie [»riee of aniniids or the price of produce. 
Labiinr l•lnbraees many forms of work (cibjeclive )• and 
iiiaiiv kinds rd feelings ( sidjj<*cU\e >. ami iho price of any 
s|)e<'ies mav Is* ipioU'il per unit of work <lonc, e.//„ mowing 
an aere of grass, or inn* indt of feeling emhiivib 
<bvv’s labour in ibn liehls. 

riie two metbods of iiieasuivineht are no doubt closely 

tbe tiiiUMVorkor must generally work n]> to si 

certain '•landsird, ami tlie plcee-wfirker must lake in gcnoial 
sv certain aversige time. It is fonnd. however, tliat in some 
casi'S, lH»lh theoretieal ami practical, the one method and in 
others tbo other method is picfeivable. whilst in some cases 
It is a matter of imlifferonee.^ 

I 11m o‘ .w rrrtniii jiii«*riurMn.'iu* ftinl s«i|ij*lemcT>ial forms, ^.{i ■ 

la*k rtiMl |)r<v.'T»*‘*ivc' S«'<* l». V- Sell loss. Mrf/i ", •• 

• fr Sulury .iml BojUrife UVUb. Vol. 1., CD. < 

1l U >Iir.wn iurrrnlia lUar of iraUe unions wUli moo* llmi* 1™'^ mrm ir. 
^omloina im^kiUoa ima iransi-al worker.-i) 41» uaiorM with .>7a.0r>ll member^ 
Mt) p«.cr.wTk. a4 nnioiiK wjili 140.000 n-cognj-»c Imih piocc-wors 
mv) rime-work, ami :W unioiK wIili 200.000 members iasUl on hinc-worK- 

118 
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In the tables of Uogei-s the prices of agricultural labour 
are sometniies given by the day, sonietijucs by llie piece 
(^.//.threshing various kiiuU ofgj-aiu). Uh to be regi'etted 
tiuit in the latest oflicial return* on tlie earnings of agiicul- 
tural labourers no figui-es are given of piece-work. A com- 
parison of the nineteenth with the tliirtceJitli century would 
he most interesting, and in many parts of England typical 
inedireval methods survived until quite recent years, 
tlireshing with the fiail, reaping with the sickle higli on 
tlie stalk. In most works dealing with economic progress 
the price of labour has been considered almost exclusively 
with reference to estimates of variations in real wages. 
In making such estimates in general, oixlinary unskilled 
labour has been taken as typical of all labour, ami tlic price 
of wheat has been taken as typical of workmen's budgets, 
so that the progress or the revei'sc in i-eal wages lias been 
reckoned in terms of tlie pecks of wheat obtained. 

In the present chapter I propose to deal mainly with a 
different problem, whicli is perhaps of much greater impor- 
tance in estimating economic progi'css, namely, tlic varia- 
tions in the relative prices of various forms of labour. 

§ 2. X/ie Dtff'erentiafion of Lnhouf ttn thoH'H Privts. 
i he differentiation of labour is one of the most marked 
cliaraeteristics of economic progress, being indeed one aspect 
of division of labour. Two ino<Iern instances may be cited. 
Ihe piece-work rates of the Lancasliire cotton operatives 
are so complicated that both tlie employ ei^s and the work 
people maintain salaried professional experts who devote 
their whole time to the services respectively of tlic Employ- 
ers Association and the Titide Union. It Ls worth noting 
that the union oflicial is appointed after competitive exami- 
nation. Anotlier example is afforded by the engineers. 
“A century tigo, the small, skilled cl.ass of millwriglits 
executed every kind of engineering operation from making 
the wooden patterns to erecting in the mill the macliines 
constructed by their own hands. The mechanics in a great 

* Report of Mr. Wilson Fox (Cd-34C), 1000, sec p. 10. 
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(Mi.uliiorniij; <*>tal)lisbni<;iil an* liMlay <UvirkMl into uiuntMous 
Jisliiu t < \vi)rkrr>, who aiv nirely sil^lc to tlo each 

ollici's \v<»ik.*‘ ‘ Am«I this is hnt one <leluil ol' tlie increas* 
iijjr s]»oriaU>sUion ol' ilu* eiiy:iMec*rinj; trade. Tliesc varia* 
lioii> in Work call l\»r c*on*i*siK)jidii»o variations in wa^os, 
and llie ln'(erc>j(oin*ily is hest e\|»ix*ss<*d in prices. W liat 
a eoiilra>l lo tho villa*;** smithy l‘» wlncdi people in llie 
early nu*di;rval ]u*riod hroii^lit their own iron <*r steel to 
work n]i into a ]i|im*;li-s)iare or nails** 

1'A‘cn in a^ri«'ulniie in the latest re[M)rl wo arc told (liat 
amon;; endinary kilMMirers there ai ‘0 many ^nades, and that 
the men who nnderlak** lla* mor** skilled wenk generally 


reeeiv*^ liigh**r wages.-* 

§ XH anti tlu' ihu'uptifi'mx f f thi' 1 llO 

iner«*asing dilTerentialiiin <»f lalamr may also he shown hy 
direct ovidmii'c regartling the* oeenpalions of llie peof»le. 
In llie fonrleenlh c-etitnry Rogers* ealeidates. on tlic ImsU 
of the agj ic'ullnral pnalnelioii, that the population of l‘-ng* 
lanil and Wales eonid iml **xeee(l two ami a half million 
attliO liighrsl estimate*. TIk* gn*sil hidk <»f this [mpulation 
xvas engagc'd in agrkndtnre. ICveii I he towns were largely 
agrienltnrah and the hididays of the f hiiversitics and law 
ccnirts wene ordere*! to .stiil the operations of llie harvest. 

Aeeordijig to the Census of IHOl the population of kng' 
lami and Wales was Of tins number 1.0'>0,4d4 

tuaten wove engaged in agrii tiUurc. It is plain that at the 


*S. U Wt'Uli, iu’htsU'i’il Vol. !-, IfT. SCC 

p. lO’i for aiflcn-nci'S of \vag«*>, 

- Hoi'l l Viil. I.. p. esi. 

’’ Hy Mr. Wilson Kox (IWO). 

A «oo«l of ilio of iiuKh rn iiolnscry Indicaifd !•>* 

varlnyof TAtrs of w.ijp s In tin* I’niU d K*ni:doui may he f«*riiKd by rrfcrriiiR 
lo the census luk»*ri by ibi* Hoard of TrjMli* forCMober. IftBU. A summary 
i» Riven in ib«' Abstract of f/Als»uv Siainstics Cd-llf*). W- *20-1 1^* 

These returns, however, refer only to luaniial lalsnir ami arc only repre* 
sen la live- S<*c also tUe He»>orl on StainUrd Hlecc Haics of Warcs and 
Sliain!; Scales in lUc I'nile*! KliiRilom (tOOtl, Cd-HJ) for a rtclaileil pro- 
scnimcnt of tlic complexity of modern iiuln.stry. 

♦ Op. <it.t Vol. I., p. 07. 
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Jiigliest estiinjtte the total number of occupied males in the 
fourteenth century could not exceed this figure, taking 
iialf the populiitlon as males and twenty |>er cent as under 
ten yeais of age. It thus appears that the number of males 
at present einplo^’ed in agriculture in England and Wales 
is probably gi'oater than in tlie meducval period. 

In the meditevai period* however, women were employed 
in agriculture almost as much as men, while at present 
tliey are employed hardly at all. But our census returns 
also show that of tlie total number of male workers in all 
industries the agriculturists constitute only 11.8 per cent. 

§ 4. AgricHlturul and Nonrogricnltural Waget, As 
shown in the preceding section, one of the most noticeable 
features of English economic progress is the proportionate 
decrease of the agricultural to the non-agricultural occu- 
pied malesd This proportionate diminution, especially 
when taken with the practical disappearance of wome^i 
from agriculture, if we compare the medieval period with 
the nijieteentli century, indicates veiy clearly two great 
factois of economic progress. In the first place, it indi- 
cates the great expansion of other industries — not merely 
manufactures,^ In the ordinary sense, but all the occupa- 
tions that go to make towns and cities. 

And, gecondly^ this absolute increase of occupied males in 
other pursuits indicates great improvements in agricultural 
production, and shows that there is a greater surplus for 
town consumption. Since the fi*ee-tratlc era tins interde- 
pendence of tlie commei'ce of the towns and tlic improve- 
ment of the country has been oveisliadowed by foreign 
imports. But when we make a complete survey of Eng- 
lish economic history from the middle of the thirteenth 
century to the middle of the nineteenth century, foreign 
agricultural products are of minor importance. 

*Thc employ me ni of women in coneideretl below, |§ 0-M. 

^ In 1$GI thojie engaged lo rnantifacturet In England were .32.7 of tboao 
earning Indepcndenl Jneomea aa agairut only S0.7 in 1881. Marsball'H 
Pi'ineipltB of Economics (4th edition), p. 36G n. 
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Tikis ]i]0|)ortioimte dimiiuitioti of tnalcs occu|>iccl in ngri* 
rultuie (or in tlic convei'&t; this ^n»\vtli in urban occu[ia- 
lions) is closi'ly oonnrcU*<l willi llio rati'S of wages in 
agricultural aiul non^agricuiUnnil jikiisnits. The subject is 
fXtreinrly chfln nll and eninplex, even when treated on the 
largo scale of Tborol<l ltogei*s and Vic<un(e D AvokieK and 
compression is still nioie <liniruh. It is lU'cessajy to select 
(ypiral examples. As a repi*os<*nl alive of iion-agrieullural 
worl<ors, wv may take the earpenter. J tela lively to other 
indnstrie.H* e.//., spinning, weaving, mining, iho work of the 
earpokiler has reinaim*d eomikamtively similar throughout 
six eeiilnriesJ We bav<* also <*<nilinmms records from tlie 
miildle of Iho thirteenth ianitury ckf the earjkenler's xvages, 
arul it is found that llioy c*<uTespon<l v<'ry closely to the 
wages of the mason, the tiler, the sawyer, the j)Uimher.^ 
'The carpenter in<h*ed not tmly l epiesenl-s liis own trade hut 
the building trade gem*rally, an<l tlic hnilding trade fairly 
n'preseuts ordinary skilled labour. 

Witli regarcl to the history of agriculinral wages there are 
several diflicuUioH. Money wages, cs|K5eiaUy in the earlier 
centuries, are only jmrl of carnitkgs. 'j'hf» wages arc often 
<|Uoled by the unit of work done (c.//., threshing of various 
kincls of grain fu r •iu>n'h i\ reaping, imkwing, etc., p*'*' tu'ft'')* 
.nid in comparing <llfTerent oecujKition.s ('••//.. the farm hakul 
and the r arpeiiter) it is obvious that time wages must be 
taken, 'lime wages when quoted as .such, or estimatc<l 
fioin piece-work, ait* genonilly estimated by tlic day. 
which is ciU'tainlv the iiujst sfencral measure of labour; 
but earnings (on the basis of the stamlard of <!oiufort) are 

* Vicoriuc f.»r U'lkiiijj Ihr bibonv of Um* maKoii 

ns lyin»*Al la 'vhli ^iniilnr vniiacl.uis {••p. rU , 15k. III., i*. 120). 

TUc tirr uitaiioii is, imor oxtiiiRivv noil U’‘*s vnnnbb*. 

n Ir niaowoitUy. Uo«fv.*r. dial IM goiM'jjil. froiM Mio in<Mii;i>vnI jK*noil o» 
tiu* liny. Ixrtli in KmsjI.amU ajul rraiiiM* i** »»«i ilic nvcrn«c link* 

ilifSrmico bctwcfit ilir of Ok* c.nr|H*nl<'r nnii (lu* 

» Mr. A. I>- now Icy i.iko* iW bricklnycr or n^pO'^onlativi* of Uio Rk^ll^Hl 
tiAdcRiMAo. Aii«l tlic* l»nrkl.Ayc*f*s labourer <*f tUc* uuskaU**! : tin* Lnc*kla>*c*i 
is prAClically tlie sAinc a^* the mason. in it**- K•ulJ(^<J^n in 

(hf yiHffrenth Onlwry. § VIII. 
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more generally estimated by tbe year. Tlie diflloulty 
arises : bow many working days are there in tbe year? Tliu 
usual modern estimate is 300. and Itogors usually takes 
that ligiire even in the Aliddle -\ges. Vicomte D’Avenel 
thinks 250 a maximum, and that it should, on the average, 
be inucli less. In agriculture much of the labour is 
engaged by the year, and the holidays may he taken as a 
benefit; but if the work is by the da^', unless tlic rate of 
pay is high irregularity of employment is oonsidored a 
proi)ortionate evil. 

§ 6. Summary of the EnfflUh UvUleucc. 1st. From 
1250 to 1360 Kogeis calculates the avemge earning of the 
regular farm hand of the higher class at X2 7«. 10^. per 
annum. This is made up partly fit>m the money valuation 
of allowances and extra earnings, — obviously a necessary 
correction, — but partly also by the estimated earnings of 
the wife and one child. Deducting this latter amount (for 
which the 1*6 is nothing cori*esponding in the carpenter's 
earnings), we have XI 15«. 4d. The annual earnings of 
the carpenter arc taken at X3 18«. l]d., the estimate 
being made for 300 days at the ordinary day's wage. At 
these rates the earnings of tlie carpenter are more limn 
double those of t)ic farm hand. It seems prol>ablc, liow- 
ever, that Itogcrs has undei'cstimatcd the value of the vari- 
ous allowances of the agricultural and overestimated the 
regularity of the carpenter's work. In any ca.se, liowever. 
it would appear that the carpenter earned at least 50 per 
cent more than the worker in agriculture. 

From 1351 to 1400, by ltogci*s's method, the fii'st^class farm 
hand receives XS 15s. as against X5 15*. “d. for the car- 
penter. Deducting from the former XI 5*. for the wife? 
and boy, the carpenter again earns more tlian dotible. atnl 
in any case he probably earns Imlf as Jiiuch more.* 

’ If we might take (he lhatchcrV Ucl|> '* ii* typicn) of ijnxkOlcil labour. 
tUo rales arc before the Plague (12a»-l350) Jcf.. ami afler (I'JoO-HbO) 
per day as against SJd. for (he carpenter in the lirsi penexh a ml 4;d. 
In (he second. In the former case (he carpenter's wages arc iiion* ih.in 
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'2t\. From 1401 lo l.')40 I ho wages of unskilled labour 
gciiendly (including onlinary agricultural labour; are 47. 
l»cv day as against M. for artisans fthe cariienter is 5*7. 
average* and OJ./. ihu highest; : the difference hero is just 
50 [lor cent in favoured tlie luUer. 

•'hi. Im'oih 15-11 to after the great rise in |H'iccs^ 

the same pro^snlioji is preserved* viz.* average unskilled 
labour 0^7. as against 0J7. for the avemgc artisan (car- 
penter* 107., average to highest 11,17. ). 

4tli. l^'orn loHd to 1042 the average carpenter receives 
pi'r week Ok. 2p/. as against 4x. 107. for hedging and ditch- 
ing. Tins proportion is less favourable to tlie carpenter. 
l»ut the lal>onror to the artisan receives 4 k, only, 

against Ok. 4<f. to the average arti.san (carpenter, mason, 
hriidv layer, tiler), whicli gives almost exactly 50 per cent 
advantage lo the latter. 

•“)lh. 'Mio period 1042 -1702 brings to light the begin- 
ning of a striking movement. Tlie average carpenter 
rcoeives per week 10*. 2^7. (highest, 12a. 2^^/. ) as against 
<1k, 4[(7. to the hedger and ditelier, /.r., more lliau 50 i>er 
cent; and the lalw>nrer to the artisan has slightly higher 
wages (viz., Gs. 7^7. ; than the hedger, whilst in the period 
immediately pieceding the 1 * 0 verse was the case. 

It should Iw oliservcd that hedging and ditching were 
generally considered as exceptional accomplishments of 
the farm hand,* and were paiil for at slightly higher nvtes. 
It follows then that ordinary agricultural labour obtained 
still les.s than ordinary unskilled labour. 

Ctli. From 1720 to 1800* the carpenter receives j)er week 
20s. to 23*. as again.st 8*. to 10«. of the agricultural labourer 
and 11*. to 14*. of the common lalxnirer (non-agricultural). 
The relative rise of the carpenter's wages and the depres- 
sion of the agricultural laboui'ers is continuous. 

three timeK. ami m the latter Micro than double tlioseof thccuriimon man. 
The “ help,” however. wa« probably a woman. 

I TtojirerA, A’ol. III., p. 470. 

* These prices are taken from l*alffrave*>* Dirtfonarir n/ PoJ ft fral 
omy (Article W*agea). 
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Ttli. Fiom 1804 to 1836 the figures me carpenter, 20 
to 2Z$.y agricultural labourer, 1*«. to conuuou labourer, 
13s, to 16s. The same movement of relative wages is 
oliservecl in agriculture, whilst the advantage of the car- 
penter over the common laboui'er I'etnriis to its former 50 
per cent. 

8th. From 183G to 1808 thei'C is an almost continuous 
advance in carpenter's wag4.*s from 24». to 2G«. up to 32s. to 
34/1., the coiTesponding movements in agricultural wages 
being from 10$. to 12$. up to 12h. to 10s., carpenter's 
wages are more than double ; and in common labour (non- 
agricultural) from 15«. to 18«, up to 18*. to 22*., which 
1) reserves very nearly the 50 i>ercent.* 

§ 6. Wage$ in Frrtnce. It is intci*esCing to compare the 
extraordinaiy permanence in the difference between the 
wages of the common laboui'er and the artisan in England, 
with the results obtained by Vicomte D'Avenel for France. 
'‘The wage of the common labourer (^journnllfr') stands 
at present (1807) in I'elation to that of the mason os 100 
to 136. In round numbei's the mason gains a third more 

* See Mr. WUsoii Fox's Kejiort. p. 40, tot ngricnltuial wage*/ from 
1900 to 1800. For ilie nineteenth century generally, lh« reactor alioulU 
consult the work of Mr. A. L. Bowley cm in XinHe^nlh Cm- 

turi/ (n the t/nUttt Kine^Uom. and ilic more elaboralc jKiporx Uy llio xaino 
writer In the StatiHical ./oufuat. 

TUo following is from Mr. Bowlcy'S work on V- "0: — 
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London type of artisan 

25 0 

:io 0 

:n 0 

2S 0 

:v; 0 

40 0 

1 

Provincial tyi>oof artisan 

17 0 

22 0 

24 0 

22 0 

1 27 0 

M 0 

•j 

Town lahonrers .... 

12 0 

14 0 

10 0 

14 0 

20 o 

25 0 

:< 

A gr Ic ultii ral la liou rers . . 

0 0 

Id 0 

fi 0 


14 0 1 

10 O 


Weighted average . . . 

13 U 

17 0 

16 0 

{ lo 0 

21 4 1 

ST. 0 



It will be observed that from 1700 to leW tlic average of tlio provincial ar(i- 
«m Is 2le. -id. agaiiut 14#. for tho town labourer and 10#, iW, fc^r the agri- 
cultural labourer. For 1807-1807 the figures arc J/Oe. Cd., 22#. Ocf.. and lOs. 
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\]y.xu llio l.ilKMirrr, or the InlMniror jjains tliroc*^j\utrtei's of 
the of ihc^ iimson. Wi-l), tl,is has Iweri the identical 


]M'njH)rtii>ii diiiiri*' six ix'hturics. 
tivi* vanallons, \vhjrli soniclinios 


III sjiite of tlieir ruspec- 
raisc one ancl sometimes 


i‘ oihiT, we may ilml llic*y maitilain the mea!i 


|>rc»pni'llrm of io -4.** ‘ li may Ik* <»Iwcvvu< 1 in passing 
llnit tliis is almost <*xai‘ily the jiropoi-lioji of llip wage of 
ilie town lalK>nivr to I Ik* ]n'r>vim*ial artisan in KnMarKh 
1 h;T iKliT. viz., 'J'Jx. d'A lu 0<A ^ 


<i ». Jl*/ 7 r« m f//r ( 'nj,. .Massacliasctts 

llorean of l.alxMir Staiistii’s issmsi in 1HH5 a rej'ort on 
wages from ITdO Jc n,av !«• c-al<‘ulated from 

hg\ires that from lT«fJ i<. ls:,o the average wages of 
ilu' agrii'iilinral lahonri'r are, in the |>ro|Ka'tion to those of 
the rarpenter, as lOn lo 1.47, whilst from IHdO to 188:1 tlic 
)>roporliem is Uio to Iks. .Siuoo IHM the movement hns 
lieeii in favour t*( the* ear|K*iit('r, his average wages being 
more than dmihlr timse of ihe agrieultnral lalsuirer. 

^ H. o/ ihf < .{•/rii ithuftii o/of iVoW- 

'J he geriei-al result of lids survey of 
agrieultnral and artisan wages is iliat llio latter have 
always cxeeeded tlu* f<»rmer. In Krigland np lo tlie end 
of the eighteunlli eentiiry the wages of the carpenter are 
in general dO per rent higher, ami during the nineteenth 
< enluiy lOn isu* rent higher tlian those of the agricnituial 
lahonrcr, And it is perha|>s even nion? icrnarkahle that 
about the midillc? of the st*v<*nteen(li century the wages of 
coinmon unskillerl lalnMir ( non-agi lcnUiiral) to e.xeoed 
agricultural wages until after a morr or less continuous rise 
tliey ai'p in tlie latest pejiod ( 1807-1H07) alsMit dO per cent 
higher. It is well known that, rehitivclv. agrioultiiral wages 
are higher in the manufacturing anti mining districts than 
m the purely agmt uUunil counties, aud a reference to the 
figures of Uogers shows that iu general wng^s in London are 


• O/*, rif., Vrtl. III., p. ||:j. 

• '[ he uibles arr* .sv«o*0>x fiti'l 

V- 
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higher than wages in the pi*ovincial towns in which tlie con- 
nection with ngricnltuve is much closer. If now we compare 
these records of wages with the sue vein eats in I lie occupa- 
tions of the people, we liiu! a natuml exi^huiation of tlie 
gradual diminution in tho proj>ortion of the rural to tlie 
urban population. I..aboiu* tends to flow where the reward 
is highest. But the astonishing thing is that in spite 
of the continuous migi-ation fi-oin the country to the 
town, the balance of money wages is still largely in favour 
of the town. Nor can the difference be explained by 
refei'enee to any or all of the so-called natural causes of 
difference in different employments. The town to tho 
labourer is more attractive, and has probably always been 
more attractive than the country. It is a commonplace of 
all literatures that the happy i>easant has never fully real- 
ised his own happiness. Again the labour of the shep- 
herd, and of the ploughman, and of any peisons who deal 
with animals requires a higli degree of skill and trust- 
worthiness; there is little or no chance of rising in tho 
social scale — too often the woikhouse is the last leward 
of the agricultural labourer. These facts have often been 
cited to show cause why country i)eople move into the 
towns, but another deduction has been less noted. 1 hcic 
can be no question that from the laboin-er's point of view 
the net advantages of the occupation are in favour of the 
town. It follows, therefore, that wages in the country 
should naturally be higher unless they ai*e depressed by 
some other i)owerful causes. 'I'hc prices of consumable 
commodities in former times gave advantages in some 
respects, as also the pei-quisites in the shape of produce. 
But in recent years these advantages have been incon- 
siderable, and are certainly not enough to account for the 
difference in money wages. Wc are thus thrown back for 
an explanation on the fundamental law of supply and 
demand. Once a country is fairly well peopled, and most 
of its available lands cultivated, there is little room for tlie 
expansion of agriculture. Many of the improvements that 
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tsiko i)laco are snvh as essentially to tUnnaiirl Joss labour. 
And oji llio wliolr llu* iluinaiul bii* ]<iljour is iioii’OXjiaMsivc. 
Oil tlie other liaii«l, the supply of a^nieiillnral labour jiatu- 
jally im-ivusos, eY<*n \vlu*ii it is not <liix‘ctly eucourugoil 
by the laxity of aii injiuUcious pmji lau*. 

'riius then* is a iH*rinaiusit (lc»\v of hilKuir fmin the coun- 
try to the towns. Just as with the j^risit How of the 
waters between tin* Klark Sea an<l the MeditciTanean the 
Ink* alwa^'s sets tin* same way, and aj;c after ajjc the Ilos- 
I>Iiorus runs like a j^o'eat iiwv llij'<in;r|i the heart of Con- 
stiintinople, so the* ^reat stream of countryfolk jiasscs on 
tliroijoh llie jrn.jit olHe.s c»f the wojld uiul letuniij no 


tnon*. 

It was well idwerved h3* Adam Smith that wages arc 
highest in new industries, and that they rise with tlie iii- 
cviKisii of cinjiloyiiietK. Ihit agricnltnre is the oldest of 
all emjJo^'mcnts. and hdalividy to other employments very 
sorui hocoines statifuiary m* ih’cdining. The dejjopulatioJi 
of the con Miry has Ihuoi the theme of all ages. 

It is doubt fill cjven if protective clmies would do much 
to raise agrienliiiral wages. It is far more prc*b;iblc that, 
as in tlic past, tlic^* won hi for the most part raise rents. 

1 ho olisorvation of .\<lain Siiiitli has Ixjen confirmed l>y 
sulwecjuent exj>oriciifo and inu^* almost take rank as an 
(•mpirical law. With refeixnce to the nineteenth centujy 
Mr. Hooker • lias sliown that there is a fairly close relation 
between the wages ami tlie nnmlwrs of tliosc employed in 
coal mines in recent yearn. Mr. Howlcy^ has stated gen- 
eral I3', that if a list is written down of the trades whose 
numbers lxav<5 increa.scd moix> than the average, and of tluxsc 
trades whose numbers have decreased, or increased less 
than the average, it will he found that in general tlie wages 
of tlio former are precisely those wages wliicli have in- 
creased more than the avemgo M*.age and 

§ 0. Tiff /i‘t’ir/tive Wetf/rJt nf WoMf'it J/ctf. In the 


* •Stali^ical >/4,MrnftK 18 ^ 4 . 

• llVfyes in the ^’inetceRtk Century, p. 20. 
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medieval period women wei-e employed in agriculture 
nearly to as great an extent as men. Tlioy not only assisted 
in outdoor work generally, but did work now always asso- 
ciated with men. The ’• homo *’ or help of the I hate her of 
medueval recoi-ds was generally a woman, and women also 
washed and dipped the sheep, winch fortunately were of a 
small si^e. 

Tlie records of Thorold Rogex's tend to prove that front 
1260 to 1702 * the wages paid to women engaged in ogi*i cul- 
tural work were on the average about half the wages paid 
to men. It appears, howevei*, from one statement ^ that if 
women do men's work, they icceive the same pay. 

It is worth noting also that in 1001 the rates of 
domestic servants in good households do not show such an 
excess in favour of males. Lord Spenser has 81 male and 
1) female servants. The highest male and female receive 
tlic same rate, XIO per annum, whilst 27 males receive 40s. 
us against 88«. 4d. paid to 6 females. 

From 1720 to 1787^ woollen and woi^s ted spin Hex's, ivonfrUy 
(single wheel by hand) earned from 8s. to 10». per week, 
whilst worsted stuff weavers (hand loom), nten^ eaimed froxn 
11«. to 15s., and woollen cloth weavers iz$. to 21s. I>ui- 
ing the same time, however, comxuoxi agricultural labourers, 
only earned 8». to 10s. 

In 1838* the avexuge weekly eai*nings in 43 cotton 
mills in iSlanchester of males above 21 ycai's of age 22 k. 

; of females 0#. 61d. 

* noforc ihc I'lsguo (1060) tlio averaso woinaii'H wage in agriculture was 

\<I. per day and atter the league 'Jd. per day, the corresponding pay of 
tU«; Ui&icher (who recciveti a little more than the ordinary labourer) being 
*2 id. and Rougbly from I SCO to 1400 women received half the wagia 

of men. From 1400 to 1540 the rates arc men IV?,, women .'V?. From 158^) 
to lC4a the rates aro 2 «. W. |>er week to women, againat 4*. lOd. to tho 
hedger and ditcher and 4a. Spf. to the labourer to the artiaari. From 1042 
to 1702 the rates are reapeelivcly 2». Cjd. against (Ja- 4}d. and Ok. 7p/. 
Those flguree arc taken from Rogers. 

^ Rogera'a AffricuUure and Priet$, Vol. IV.. p. 406. 

'Falgrave's Dlclionarif of A>f(4icof .Economy. Article Wafjcn. 

* Jhid.y Article Female rabour. 
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In iS.S^Jaii < in|nirv * inli) lliu rehilivu wages paid 

(u men and women in tweiily-fonr nisinufacun iiig imUistrica 
in (iiual lirilain ami .Massacliusclls sIkjw llial in Great 
Britain IIjC average weekly wage of wimieii was 41 per 
i vnl of men's, ami in Massai linsells ol per eeiil. A nola- 
l»le a[»pai'enl e\<e|j|imi in i\i%i Lan<*asliiie cotlnn 

weavim'*. 'I'lie [liei'i'-work rali*s are Uie same fi>r men and 
women, and Nomeiime» eluver wcniien g<'( (lirongli more 
work, and llius earn Inglier \vec*kly wagi's tlian men. A 
similar io|naliiy of I ask wages U also said lo prevail in 
eotlon weaving in Kianee. 

A ealeulali«»n leased on ilie a\erage rati's of wages- in 
all the leshli! Hades obtained by llu* IxKml of lra<lu in 
llie (‘eh'^ns «d 18Sdslic»ws llial the average wages of men 
wen* ‘Jd. as against 11-. h/. for women. In the < otlon 
maim far In re men's Mages weiv •ojc. 4*/. as against l/>5. 3c/. 
for women, Mliilst in -hair, elaslle mcIj. and lamp ami 
» undlc*»wii k mannfaelnri’s “ the rates wore '2.in. men to Ok. 
In./. woMU'ii. In some* cd llie oilier indnstrles i|Uole<h 
iin«[«lale Movk<*rs, the Muges of men luv more than three 
limes those of women m/. against IOh. 4d, ). On llie 

whole, liM\vevc*r. It Mould ap(K*ar that naiglily the iuo|ioiv 
lion is in general alsmt Im'o tc^ <mir in favcnir of men iu all 
llie industries. With n*gard to agrieultnrc, llie latest ofti- 
<ial‘^ repnit Is silent. From i.rivate Impiines I find that 
in diMvicts around ICdinhnrgh llie average wages of meu 
are about double those of women — the M*orlv, boM'cve*v 
being dilTun*ul in the two cases. When, as in s<mic <listricts, 

*Thr hviulry was «i.»Ir by il«* Mjissurlmsiiis lmu*nu of StnlHiCM of 
I^uboiir iu ISHI. Tlio n'siibs ar<* t»v Mr. Siam y M obb in 

siilM'b* «*n rlif '• Dirtomiri-^of WAe**^ »*» .Men nisi M ••mcui. 

./of‘n.of. llf-oMcibor. miU. ‘I'lns ;nMrb« ciiIaIms much usrtul InformcUmu 

MU lUMib ru ' ol. If . pr ' • • 

ViT, rUo «|UO‘iioM ftt“> aivusscra by l»r<»fo.«s.«r Sioarl in 

pp. 107 - 14 *. , I • r 

^Alxn-Act of r^l-.ur (VMiO). Iu inakliis the cftkuUition » 

b.TVu token o simple .Av«*rASP in b<ali 

•* by .Mr. tv i Ison Kmx *«• |». 8- 
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women do the same work as men, the payments are the 
same. The notewoilhy ch-cu instance, however, about the 
emplo 3 -ment of women in agriculture is tliat in England, 
except in some of the northern counties, it has ceased, and 
in Scotland it has greatly diminished. 

§ 10. Wuffes of TPbwen attd Men in France. The re- 
searches of Vicointe D'A venel have made available still 
more ample materials for the history of wages in France, 
and lie has treated with great fulness and acumen the com- 
parison of the relative wages of men and women. In this 
place only a few of the main results can be noted. Talc- 
ing ordinary day labour, such as work in the fields, as the 
basis, it is calculated * that in the last quarter of the four* 
teenth centuiy the usual earnings of women were 75 per 
cent those of men. In the last quarter of the fifteenth 
century the percentage fell to 65. From that time onwards « 
there are oscillations between 71 and 53. For 1897 it is 
calculated that for conimon day labour the average wage 
of women is 60 cent that of men. The writer points 
out as regards other industrial occupations that the pi-opor- 
tion is less in favour of women ; in la f/rande indjtstrie 
their wages being less than half those of men, and in la 
petite indu9trie about one-half. Thus on tlie whole the 
result is to confirm the English evidence and to strengthen 
the popular opinion that in roost cases women earn onl^' 
half as much as men. The chief diffei'encc is that tlie 
French evidence (perhaps because it is more abundant) 
shows greater variations in the details. 

§ 11. The Itelative Waf/ee of Women in Different Employ- 
ments. The French evidence is also more abundant and 
continuous on another point of gi'eat interest at the present 
time. In recent years there has been a groat rise in I he 
wages of women in domestic service relatively to other 
employments. In the fourteenth and fifteenth centuries 
Vicomte D’A venel records that the wages of women em- 
ployed in oi'dinary day labour (^jonrnaUivr') were much 

' Op. cfi.. Tome IIL, p. 30. * Op. c«.. Tome III., p. 100, 

vou III. ^ M 
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liitrliLT llian tliinse ..IjtniiK'.l l.y <l<.im-stic scrvaius. Wlieii 
luilli roceivi'il Ic.i.cl, tlic liioiifV wagrs wi-iv almiit (inuble in 
ilic formur case, and this .lifT.'ii-in'i' was far more tlian could 
Ix' aceounlcil tm- liy tin- savin” .'iTected liy tlie domestic in 
liaviii” in-ovid.-d lijilil. lire, and slielter. From 1000 to 1800 
coini.arcd with F’.OO- MOO it is calculated that in the gen- 
eral fall of monev ' wages that oecurretl. whilst the jour- 
»„//,hvs lost one-half the <lomeslies only lost one-ciuarter 
of their wages. When we eonn.ai-e IT90 witii the jnesent 
tniii' ( 180T) the relative rise of the wages of domestic ser- 
vants is still move marked. Kven taking the case of rural 
domestic servatits only, tlicir wages have risen two and a 
half times, whilst those of the ,/-»/■<, have risen only 

'riio 1 1 * lull VI* riso of clcuiu'stic so wants iu Knj?* 

hxuiX Uu- lust liflv youi'S is loo woll known to loquire 

siieriul fviOunre. If. liowuvw, we lake tlic average wages 
of woiuru in llie textiles us ll^*. 1*^ )‘er week, it is easily 
svvu wliut an advutituge »s ol Gained by llie doiuestie sei* 
vant. Many elassos of snis*vi<»r servants - oljtain as iinicli 
in money wages. I>e.sides iveeiving in addition board wlncli 
j>r<d)ably costs at least as inueli more : and even if too 
iinmoy wages of domestic servants 1x5 taken <m tlic average 
as low as Tm. jier week (or XIO a year), llie oilier elements 
in real wages give tbem a eonsiilerable advantage. Ike 
eonditions of service <luring llie last half century have 
probably improved still more tlian ilic money wages. 

S 12. T/fc OrvM/uftioHS of It has Ijceii observed 

that in llie medueval iieriCHl women wore employed m 
agriculture nearly as much us men. It ma}* be added llmt 
even in the case of domestic servants, whether in the towns 
(wliich were for the nnwt i>art village.^) or in the eoimtiy 

• Oil. rit~. \*p. 

'^Tlio Official Kci»orn by Mis« C*«llcn llVi#cy of 
(C*-0r,40) (ISlKi) j:ivc» an adcijuaie Mica present \va«ci«. In I'^’y 
llie nverase wnet of >ervants umlcr 1 .> ia £7 ; of lliosc between 

46. ^21 fM.; and llie ftverauu of all aRC5. iTlH U. TIic estimated average 
' (or all Etigland and Wales for all agos is £10 a year. 
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lu-oper, nnich of tlioir M-o.-k «as of a» agricultural kiud 
accordnig to our standards. The latest census returns 
available (18l>l) for England and \Vales show tliat the 
.otal number of females engaged in agriculture in England 
and \\ ales in 1801 was 51,696, u hilst the aggregate of 
occupied females was 3,945.580. 


Even of this relatively small number employed in agri- 
culture, less than half were engaged in outdoor opera- 
tions. By way of conti-ast it may be pointed out that the 
number of females engaged in domestic offices or services 
was 1.7o9.5oo, in the textile fabrics 628,001, and in dress 
0, 1.441, that IS, nearly 80 per cent of the occupied females 
are 111 these three employments.' Of a total of females of 
U.940,624. It is found that 11,004.044 are unoccupied, 
riie sigiiificaiioe of the change hardly requires comment. 
All}’ one wlio has seen women spreading manure over tlie 
lields in winter, as is still the practice in the fields that 
touch the suburUs of Edinbuigh, will appreciate the prog, 
less from inediiuval conditions. Agriculture is not all 
hay*inaking. 

§ IS. Cauffn of (/te rtladve/^ Low of Women and 

of their Improvement. TJiCJ'c lias beeJi much cliscussioii of 
tlie causes of the relatively low wages of women. A mere 
reference to custom is a.s unsatisfactory as in other cases of 
customary prices. A custom that has survived six centuries 
of competition must be firmly based on deep-rcN 5 ted causes. 
The causes — being causes that affect relative prices — 
must be capable of being groui)ed under supply and de« 
mand. Compaied with men, the field of employment for 
women or tlio demand has alwaj's been relatively restricted. 
Women have never found much employment in war, in 
transport by sea and land, and in mining ; nor as smiths, 
or niasons, or carpenters, or generally in occupations asso- 
ciated with the building trades ; and they have in general 


' AUtract of Labour Slalistica, 1000. For furUier seo Miw 

Collet 8 valuablo Itepon to ibe Board of Trade (1S04> of tU<t Suilstics of 
the Employ meoi of Women and Girla. 
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biicii oxcluded frr>m wholesale* trade aii<l I he learned pro- 
fessimis. A |;hinee over the roeunU o( si\ centuries of 
wages is sunieieiit to show that the tiehl Idv the cm ploy 
Uicnt of woiui'O has In-eji cnjUuuicrl in many directions. 
Kveii in agrieiiUinw n'ltaln opi'iaiions have always heen 
cciiilined to men. And cm tin* other hand, nntll recent 
times, iheu! was very Uule N[»ei iali>alion of cinplovment in 
favour of wonum. Men have l>een alsc» employed in domes- 
tic servic'o; in llu* gvi'al liouM'liolds there were oflcti more 
men llian women; men were also i'lnploved in weaving and 
in the deecnative arts. When eerlain kinds of employment 
came to i>e eonsiclered ns spec inlly adapted f<»r women, \ei\ 
often tile detenuiiiing eansc was the elienpiicssof tliclabonv. 

As regards the? supply on the other hand, it is well 
known that the distribnlion of llic sexes is alx^ut eqmil. 
and the* )«iorcr the great mass the people, so much tlie 
move nec-essary is it fc»r M'omen to seek gainful employ 
meiits. <hi tins (Munt tlien* is an instrnetivo commentary 
hy Vicomte irAvemd. lie* accounts for the relative fall in 
liic wages of women from 7 o to oO |ier cent of those of 
men in the lap>e of four centuries <140<»-lSqO> ^ 0 * 
general impoverishment of the lalionring classes, which 
made it necessary f<»r more and nuno women to seek 
cin])l<»ymcnt. 

When men competed with women, the advantage m 
strength of position was usnally with the former. As a 
vulo. men had some MiiK.-riority in {.hysical stve-nsth and 
still more in moral coercion. Thus M omen wcit* gradna y 
exuluded from the moi*e gainful emiiloymcnts, a)ul then 
the oveisupply of their lal>oiir for other employments 
lowcrctl their wages still more. Tlius the custom gu'W 
up of considering women only ca^»ahle of inferior employ- 
ments, and also of considering the most gainful occupations 
as nil feminine. At pivseiit, although half the people m the 
world arc females, theic is still a prejmlicc against lady 
doctors ; and though women ai*e coiisiderahly engagei as 
litigants, they are practically never employed as lawyers. 
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In recent ycai«* Jiowwer, the great natural economic 
forces have been working in favour' of women. The de- 
mand for domestic servants is increasing with the growth 
of wealth, and relatively to the increase in i>op illation the 
supply is diminishing. The growth of wealth of the gi*eat 
masses of the people also makes it less necessary for women 
to seek gainful employments — witness the large number 
of the unoccupied. The adoption of piece-work in many 
industries is also in favour of the equalisation of women 
with men. If wc exclude fi*om the calculation persons 
employed in agricultui'O and domestic service (in which 
time-work is practically univei-sal), wc find that 39 per 
cent of the persons occupied are engaged in trades which 
are chiefly x)icce-work compared with 61 per cent in trades 
chiefly time-work. Tlie corresponding percentages for 
males only are 33 (piece) and 67 (time), and for females 
01 (piece) and 89 (time).*'^ It stands to reason that 
when women are x>Aid by the x>icce, the fact of sex must 
become of less importance.^ 

The increase of education has also given new openings 
for women not only in teaching but in writing (both books 
and journalism), the contraction of prejudice has thrown 
open many x>ublic employments, and even t)ic gates of the 
learned professions are being unclosed. 

ITie question remains whether the gain of tho women 
must be the loss of the men. Two cases are to be con- 
sidered : in the first case there are certain employments 
where only a certain amount of work ^ is required, as in 
law and medicine. If as many women as men became 
qualified as lawyers and doctors, it is not at all likely that 
there would be a corresponding increase in disease or liti- 
gation. If fees remained the same, it is clear that some of 

^ Report OD Stan<lar<l Piece Rates <1000) (C<I-I4<J). 

^ Mr. Schloas, in bia Methods o/ Industrial JUmuneration, p. 1S8, gives 
iastances of relatively high wages being earned by women at piece-work, 
4s. per day at boitoD -holing. 

* In this case the **lump of labour" theory seems to hold good. 
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{hr men would suffiT. ami it is Gfjimlly ol**ar lliat it would 
In* (lie lliird'rate uu ii — >ll)u men tm tlio mn}*<;iii. Tims tlic 
jiuIOie would j»ain lliicniyh llio inm'asi* of ellicienrv. It 
i>; [inssilile also tliat the fei's would fall, in wliiirlj cn^u llio 
jnihlio would j;ain still m«MC and the msu'^inal mou suiTor 
still iiKUe. It i'> don Infill if any fall ]u average fees would 

affec’t tliv luj'lu'Sl <*lassrs of |i|*ofr>sAioji:d skill. 

In llie sroiHul i*a'*e. liow^*vev. the result of (lie woi'k, to 
ri'eall a venerahli* pliraM*, is euilM>di<'d in veiuUMu objects, 
If we a|>|»lv lln* |>riiiei|»le i»f tlie r«H*i|M*oeity of diunand 
and su|>|ily. in p*neial afun* <u|uililitium is restored tlie 
ud<blional Mi(>iily of saK'able y:tiods onj^lil to cicati* tlic 
additional rteniand for lalHUir. 'riieic would no doitbt in 
llii.s eas(i also In* a ( (‘ilain auioiiiil of inar^dnal substitution 
with a rone>|»ondin'^ Ineieasc* of eflieieiiey ami ^aiu to tlie 
[lublii! as eoii.sinui’is. In e<*rlain <*as(*s tlie admission of 
Wionen lui^lit lower tbe ri^litiijo or b.ir^'ainih'.; ca|>aoity of 
tbe ^M'on)i eonc*ein<*d: but tbe difllictdty does not sociu 
foriuidahle oven lo tbe ant len s of firhtxtri'ff prfthwr'ff//. 
wIh» make ibo standard rale and tbe roiumon rule the 
foundation I'd iudn>trial vvelblH*in^.' 

'l]iv. incuoase in llie (‘eomunie imle|M*n<lence of women 
would ajjain strenj;tln*n tbeir |w>siti<ui in wliat to most of 
tli(*iii suiuns the |irinc*i|»al liar^ain in life, and attain it may 
be saiil that cudy tbe lliinbratc* men would snller. 

On tlicj whole, in econoiuio as in other departments of 
social life, llie tdcvali<iM of women has proved to bo one of 
the chief factors and also one of the best si^usof progress. 

§ 14. Tft*‘ '•/ If the to are .still 

doubts as regards the pio|»er employment of women, there 
are fortunately no <loubts as regai'<ls that of young cliil- 
dren. Since 18bl the em|)loymc5Ut of children under ten 
in most gainful pur.snits in llie I'niled King<loni has been 
prohibited. Tlie employment of ehlldren of less tender 
years lias also been placed under stringent regulations, 
and in many cases prevented. Of children between ten 

1 <y. Vol. If., pp. viC. v)T. 
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and fifteen the grand total of tlie United Kingdom (^1801) 
waj? 4»22o,72t>, of whom only 817,012 were occupied. The 
“unoccupied" children — nearly three and a lialf millions 
of them — are for the most part being educated to a higher 
degree. The i*e cords of the employments of children in 
the fii-st half of the nineteenth century I'eveal some of tlm 
worst of the lawful crimes of IiistoryJ They are so black 
that even the modern mania for contradicting the traditional 
has failed in this case to substitute the dull gray of com- 
promise. “Cruelty to children: hon’ible, incredible, un- 
paralleled even in the history of pagan slavery, and not 
exceptional such as in all social organisations must be 
expected as the occasional outbui'sts of corrupted nature ; 
but general normal a matter of business and calculation. 
All of which can be duly seen in the sober pages of Parlia- 
mentary Reports, notably in the two celebrated llepovts in 
1842 and 1843 of the Children’s Employment Commissio!i 
that aroused the tardy horror of England and Europe." * 

Even under present conditions it may bo contended that 
regulation ^ has not yet reached its rational limits whether 
as regards age or the conditions of employment,* but the 
principle has been fully accepted by all parties. And it 
ought to be remembered that if the nineteenth century saw 
the climax of the evil, it was also the first century to apply 
tlm remedy. Up to that time the right to the labour of 
their children seemed a natural ngbt of the parents. “At 
the lowest stage were the childron who were paid six or 
SQven francs a year, sometimes only two or three fiancs in 
the case of babies, who hardly earned their keep. Under 
the influence of /rt misere at the end of the fourtccntli 

» See J^JTects of Machinery oh p. 40. Mn. Browiiinj;'^ 

Oie CUiMren is jierljaps the most pailicUc lyric ever writlctj, snU it vva» 
once the most true. 

» C. S. IHvM, PolMcal Eronorntf (2<1 edition), p. 

* On the evils that prevail in Uic unregulated induscrles see Industri'zl 
nemuneration by D. F. Schloss (ISOS), p.Zll, and Industrial Dtmueranj, 
pp. 721, 722. 

* Cf. Industrial Democracy. Vol. II., p. 700. 
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aii<l ilu! of the fiftcciilh centuries more aixl more 

were employeil of these little lieiiij-s whom toil lav hold 
on at iiieredihly early a^es. ]ii 1 IU:S, for exaiiiiile, a father 
iiires out for nine years to a iiei^lilKmrinjr farmer his little 
dau^diler aged four years.'* ^ Thu prcsuiit swoatijig of 
rUiUlivii in <lcniiesiic imhistrius may in a sense he regartled 
as a media* val survival. 

jj lo. T/ir F’>rni>i •f/ Space will not lulmit 

of ilie .survijy of the mteresting topic of tlje dcvelopinont 
of the rent of aliiliiy. If, however, we refer to (he medi» 
a* val refolds, we are stnn k hy the eontjiaralively small 
prices paid for the highest pr(>fessional skill. Ti'oasures of 
arc wliiuh we regard as |»riceless weiv Isuiglit for sums lliat 
a[ipi*ar rIcUculous. Kven down to thevml of tlie oiglileentli 
<entuiy the gr<*a(est wrilei-s failetl t<i earn a fair compe- 
tein e. 'J'lu* gains of Tojk* were considered fahnlousi l)nt 
if he reeeiverl t'oOQO for his Iraiislatiou of the JlitaU 
(ieorge Kllot rcc'eived C Mi.OOO for ()nu<»f (lie 

greatest p‘Utrait |>ainters at (he elose of the eig^li(cenili 
century, Itaehurn, reeeive<l fm* (Uic of Ins pictures thirty 
guineas, and tlie price tif the friune was seven guineas. 

1 he inc'omes at jacscnt earned hy successful lawyers, 
doctr)rs, airlntci ts, wri(ei?>, an<l jindessioiual men of all 
kinds ai*© to a large extent rent of ahility, and the liighest 
(•{ tlieir incomes ai*e relatively small com|Nircd with llie 
earnings of the most snecessfiil men of business. The 
merchant princes of niedi«cval times weix; poor comj>are(l 
with their motlern counterparts. In this case, Iiowever, 
tlie incomes after a certain |K)int is reached can )iardl3' be 
associated with ability— • thc^' depend rather on a complex- 
ity of causes that may l)e regarded as example.^ of what 
Cournot calls the principle of fortuity. The annual earn- 
ings of the most successful race hoi'ses are .also higher tlian 
those of the most successful professional men. 

§ Prt}ijre,s9an<l Ht^td Wmjet, Another topic of gi'eat 
importance ma^* be dismissed in a few words, for the suffi- 

* Vkomie D'Aveiiel. op. til.y Vol. III., p. 20. 
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cient reason that it has been treated with crreat fulness bv 
ft mvutitude of euquii*ers,* the progress, namely, of real 
wages. The works of Thorold Kogci*s and A'ioointe 
IVAvenel^ again offer abundant materials. It will be 
found that from this point of view progress has by no 
means been continuous, and the pecks of wheat Ijave 
varied cousiderabl}’. In making comparisons, however, of 
this kind, several precautions must be taken whicli are too 
often neglected. The whole trend of the argument in the 
preceding sections is to show that one of the princiijal 
characteristics of progress as regards wages is the increas* 
ing differentiation. Accordingly, nothiitg could be more 
erroneous than to take the villein of the medijeval period 
as typical of mediaeval labour, and the agricultural labourer 
as typical of modern labour. To begin with, the villein 
with a normal virgate was himself well up in the social 
scale — beneath him wei'e bordais, cottars, landless men, 
and slaves ; and in modern industry the agricultural la> 
bouver as regards wages is very low down. Again, the con- 
stituent elements of real wages must be considered. The 
mediceval *^bi‘ead** was of many kinds, and the workei'S did 
not get the best. What meat they got was either diseased 
(like the '^braxy still given to shepherds in Scotland) or 
intolerably salt. The houses wei'e hovels, the light was 
firelight, the clothing was imrtly leather and partly tlie 
coarsest cloth, the drink was beer that would now be con- 
sidered undrinkable. In a word, the “necessaries” of life 
were all of a totally inferior quality, the margin for lux- 
uries was small, and the real command of luxuries was 
still less. The nearest resemblance to a mediaeval village 
in external appearance is to be found at present in some 
of the most I'emote and congested districts of Ireland. 
There were no doubt compensations, but they wei'e coni- 

* See cuay by the present xrrltev on Uie Reality of Industrial PrOb'rvss 
In Striktt and Social FrobUmt, p- 70. 

» See op. c«., Tome III., p. 173. for a brief suiiiinary of ihe history of 
wages in France from l&OO to 1807. 
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jiaralively siimll. 'Du* n-iuaikobU’ lliin*;. lunvevcr, abr»ut 
niocUa'vai siM ii-ty »•< ibnt wl.rit tlii‘ f^ivaler i>art af tbc 
won* sank in wlial mir work ini'-c lasses would call 
misery, llaac* \va-i >,m li a \vi*ahh <»f t)icKii»Ia and sucli an 
intensity of siiiiilual life a< lo j^ivc ccmnlcuance to tlie 
niuiinit idi'a tlial llie ;;ro\vih cd material wealth cheeks 
tin* maiiifrstalion td lii'^fuT tliMH''lit and feeliiijfs. 

(>iH5«d tlie mc»sl |M»iinlar works in the incdiieval ijeriod 
was llnelhius on tin* < t>1 l*hihixi>fth>f. I lore is 

the esseiiee in C ’han<*er*s tmiislation ; *• !s it llianiio -so, that 
VO uKOi lie lian no |M'c»j«ei* ^4iod y-'^el in you, for wlui?h ye 
moll'll sckeii outward yoiii* ^oodes in foreino and sul)^^it 
lluhj^s .^ So is thaiine the mndleionn of tliiiiijcs tonied 
ni>-so-dowii. that a inari. that is a devyne Ih'Cst hy morito of 
his resrnni. thinketh that liiiiisidf nis noillier faire no noble 
bui-vif il be ilironoh [)ossossionn of cKiclments [f.e. bouse* 


liold •'ooiU] that ne ban no sowles.** * 

All lint ehMjiieniT of dohn Unskin cannot <lcscnhe with 
greater vi^fonr the ‘Mlevvne lieest" iMnvinff down to •*ostch 
men:«; that ne liaii no sr>wlos.*' 

< 17. ./. S. MiIVh Fiftnn' of tin’ 

.1. S. Mills celebrated cbaplor on the 
UrolKiblo Fnlnn* of the l.alionriiif: ( ‘lasses is now only of 

iiilerost as a slrikiii'j example of the danjxcrs of proplie^ 
in (•coninnics. “Tliei*e can 1 k’ little donlit, wrote Mdh 
“tliat tlie status of hired lal)onrcrs will ^nadnally tend to 
con rum itself to the description of work-people mIiosc low 
moral qualities render them unlit for any tiling more inde- 
pendent, and tliat relations of masters and work-people 
will t>o gradually su|»crseded by partncisliip in one of two 
forms; in some eases association of the labourer with the 
capitalist; in others, and pcrhai>s fmall 3 ' in all, association 


of laboureis amongst themselves.'* * 

In brief, px-ofit sharing and productive cooperation were 
to displace the system of t‘ntr>'pr>'ui-uf and hired labour. 


1 Skeat's f'hiiHr^T. Vol. 11.. p. 

« Vrinr'n’i* * '•»* Dk. IV.. Cli. ^ II.. S 4 
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Let the facts suffice for comnicntarr on the theory. <hi 
the SOtli of June, 1899, thei*e were throughout tlie British 
Empire^ eighty- five businesses in which profit sliaring was 
known to exist, ,^ 1^1 the number of persons employed in 
them was $1,820. At the end of 1899 there were in the 
United Kinifdom 1,802,$ 18 mem bet's of trade unions,^ an 
increase in eight years of about 300.000, such increase 
being sixfold the total number of profit sharei's in the 
Empire. 

The figui'es for cooperative production^ aie still more 
striking. In the United Kingdom in 1898 there were 
865 of such societies with a total membei'ship of 30,104. 
The value of the goods produced was ^10.200,508. For 
the same year the total number of pereous employed* 
in factories and workshops in the United Kingdom was 
3,807,024, and the aggregate value of the foreifpi trade 
only was -£764,392,671. 

In conclusion I may perhaps be allowed to quote from 
my essay on Profit Sharing written in 1890.^ 

“ Compared with the great mass of industry conducted 
on the ordinary system of payment b}' wages, the amount 
of profit sharing is practically infinitesimal. . . . The 
greatest industrial success achieved by labour in thus 
century, judged by the ordinary standards of numbers, 
funds, results, is undoubtedly trade unionism. . . . Trade 
unionism has, in fact, been so successful that it has now 
reached the point of development at which the danger to 
be feared on the analogy of corresponding form.s in indus- 
trial history is the danger of excessive power." 

The most important result, however, of tlje application 
of the historical method is that geiieral estimates of the 
future are extremely hazardous. Even as regards the 

» Abitraci o/ Labour nelurnt for 1900, p. 104. 

• Report on Tradt f/niOHs/or 1880, p. xii«« 

• Ahuraet of Labour Helurn/t far 1900, p. 31. 

♦ /hid., p. 188. 

* nepublUUcd in Strike* and Social Probfrtna. p. 45. 
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luucli vasier proMeni of tlio iiiturpvutation of tlie pa»t, 
ifioiv art* still tlilTcrehuos t*i opiinoii. The following 

[>assage fiom Vicojnic I)*Avoiit*l is so mucli opposed to 
prost*iU pupiilitr views as to (l<*in<uHl careful conKi<lc)Utiou : 
" \\\* Imvi* seen that this poor law of siij»ply and <leniaiid 
atrainst wliudj the eivil and religious jH>wei's are so pi‘ej- 
lulii'rd, and whirh ls)lh expi*<*t to ovcri'ome hv decrees 
uu<l lamiilies, lias govoviuHl cw from to tlie 

|iv<*Si'hl <lay Hie rale n( wages *»( i\iv. <h\y laln»inx‘r {Jour- 
all tlh'se pairs of arnis that llie Kjiglisli call 
niiskilled, tlial is, without any spui*ial capacit}' or know- 
ledge. lint, it may he ohjeeUch that these were easy- 
going kinds of lalKiiir who did not kiuiw how to ivsUt 
llie euneut of tilings, aii<l formed no associations nor 
l»rotlierli(K»ds ( eo#//VfVo's ). Well, it results fj*oiu llio lig* 
uros eolleetcd hy ns that these ( orponUicms, nioie or less 
clr^sed, willi all the assuinhly of rides and privileges wiili 
wlueh they had heeii invested, r.nowVed fto ui^flue/ive 
•>n (hf f>rU*t' ot' ittf>oHr neillier in feiulai times nor in later 
I’enturies. 'J'ho skillerl workers (/o/mV/'s de have 

in vain grouped and lixu<l themselves in tlieir i!om[iaiiies 
{ they have undergone the same vicissitudes as 

the tnnlleahlo poor men. isolated ami <hsartncd before (he 
luovejuenls of a rise and fall of wages, which were due to 
tlie scarcity or ahundance of jsiii's of arms.*' * 

Th<* argument here nders to llie detennination of rffn- 
th'v wages, hut the writer also maintains that tlic aggregate 
effect of the corporations was IrijuriouK to the wr)rking' 
classes. Iwcausc on the whole they docroase<l the efiiciency 
and productive power of lalxnir. 

* Oi». •«., Vol. 1 1 1.. |). IW. 
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CHAPTER I. 


KCOXOMIC IDEALS. 

§ 1. Evonoiinc tiHtJ Of her Eiotc(ion9 of Goverfonent (Us- 
tiit^uisheiU When we take a bi'oad survey of the past 
and present social conditions of various nations* we dis« 
cover' immediatel)* that the functions of government are so 
varied and coiuplex as to elude any simple classitication. 
We cannot even draw a sharp distinction between the 
necessary and the optional functions; the necessaries of 
governments are as variable as the necessaries of individuals. 
Take, for example, the duty which is generally placed 
first — the protection, namely, of the State against foreign 
enemies. We may indeed say that logically the very ex- 
istence of a sovei'eign State involves political independence, 
but in saying so we are only beginning the definition or 
analysis of sovereignty. History is full of examples of the 
sacrifice of political independence to cither political objects, 
and States have submitted under varying degices of per- 
suasion or compulsion to foreign enemies. And even tak- 
ing existing conditions, who can lay down any practical 
rule by which governments may decide how much of tlieir 
resources are to be devoted to defence ? A 1*6 the immense 
armies and armaments of tlie nations of Europe necessa* 
ries'’? Or at what point does the necessity of defence 
pass into the luxury of attack or the extravagance of dis- 
play? How much of the expenditui'e on preparations for 
war is necessary and how much optional? This is the 
<luestion in the concrete wliich the Ctav invited all tlie 
wisdom of the nations to answer, and no answer was 

internal security — the protection of the 
175 


forthcoming. 

The provision of 
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lilHiviy JMul jn'oporly of its snlijec is — luay also })v rep-arded 
as a pi ituary foin’lioii of ^ovrrjiinuiit. l>ut a^ain tlicou is a 
wiile lU'balalile luticl lH*twoeii ihv iitM vssaj v and ibe np- 
<*oiisiiU*r iKTsonal lil)crty — Is {\\v Statu to protect 
lliu liin'ily of llu* individual against tiKual as well as phys- 
ical enurcitm ? Wliai I'xai'lly i'oiistit ulus moral coercion ? 
Is the Stale to aim at jieifei t ic»]<a*atioM in nOi^ion and in 
tint ex)>ressicMi of »»|Miiion ? Tliu iNnnan Kinpire loluratud 
every kind of religion exci'pi prlinillve Christianity: the 
British Hinpin^ |oh*rales every kind t»f religion, except llio 
sensualism and cruelties of paganism. The <*xccptions in 
eaeli rave du|H»ud on thi' politieal aticl moral ideas of tlie 
time, 'rhe Ihnnnns lookiril <in < liristianitv as nintvehist : 


\vv ia)nsi<)er jKipanisin indi^eemt and inlinuian. 

( 'onsiiler iho }»rote<*linn of j»roperlv — uvuJi Uie defnii- 

lion of prt>jK*rty Is suhjert to endless variations, and the 

ile<<^ree of |»vo(e(‘tifin etnivideivd n*c[nisite is still more vari- 

uh)e. We have already seeti that immaterial wealth — 

evini ill terms of tinniev — is often of more value tlian 

« 

material wisdlh. A new iilea may prodnee more wealth 
than all tin* mines of Klondike — hut property in eiuative 
iiluas is punei'dly cither imrcer>piilsud or iinattaiuuhlc In 
s])itu of copyrijithts and patents. In the nu»<lern State the 
set'itrity of property rests on tlie seenrity of contract, hut 
every Statu actnally restrains free<lom of contract . and re- 
fuses its sanction to a;;ruements in different cases on vari- 
ous prtmnds. It is vain to say that the enforcement of 
contracts is a necessary function of the Statu wlien the 
positive laws relating to contracts reveal such wide djs- 
cn*t»ancius as regards eriforceinent. 

In the same wav thixniph the whole raiipe of p<»vcrii- 
uiiaital functions the line of duman*atioji hetween the nec- 
essary ancl the optional is e<|ually \'ariahle and iiiiccrtain. 

Ainl further tlie cleterminalion of what aie ••necessary 
functions and what the l>c*st modus of fullilincnt, havinp 
repaid to the circumstances of <liffei*ent times and places, 
does not depend on economic considerations alone. To 
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take a particulai* case, the hire of so)<l lei's is one th lug, 
their discipline another ; amU nioi'e generally, the provision 
of various public works and institutions, the adminis- 
ti'iitioii of justice, the extension of education, liowever 
necessary tliey may be deemed, are not therefore placed 
oxchnively within tlic economist's spheic of influence; 
the quantity and quality, for example, of the justice or 
education provided by the State will depend only partly 
on tlie market price of the services required or tlie money 
value of the services rendered. 

And when we pass to the optional functions of govern- 
ment, the statesman may appeal still less to the economist. 
The govern luent of every State is actually dominated by 
a complex growth of ideas, and the widest interpretation 
of tlic term ‘•economic*’ will not embrace the whole of 
them, even in the most advanced community.^ How much 
of the actual t>ositive law of England can be deduced 
from economic principles, and )iow much of its interna* 
tional policy is determined by purely economic considera- 
tions? The positive laws of England ajid the present 
policy of England still bear the impress of ancient reli- 
gions and remote ideals of justice, and the impress also of 
the beginnings of new moral conceptions. It is a matter 
of history that, in the development of the English people, 
ideals of justice and of religion have exercised great influ- 
ence, just as also liave commercial, mercantile, and eco- 
nomic customs and theories. And it is not necessary to 
attempt an accurate and adequate presentment of these 
different influences before admitting their ideality. The 

* Of. l>r. lioiiar*a “Old Lights and New in Lconoinic .SUiUy,*' £Vo- 
nittnfe -/i/irrHuf, l)GCcni1>cr. I SOS ~ an excellent end eixm of the uhra- 
econoinic inlerpi'ctation of history. '* Marx ami Lorhi allow that tlic 
automatic o^labllhhinent of betwr couditioiiH of life U slow amt irregular. 
They xay that the laws of all civilised countries arc obsolete aikI yet piT* 
sist in being. Surely, Iheii, wc might argue that there is a strong force 
acting AgaiMsl these economic catL'ws** (P* 44Q). “ Wealth is rather the 

controlled than the controlling element in a healthy national polity “ 
(p. 4.'*t>. See also above, Book IV., Cli. II., i 1. 
vox- lit. — s 
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rcftl is not liuiilod l»y our powors of cx|»rcssi<ui or coinprc' 
hunsiuii. Miitiy cUaiiocs in our civili.s:iUoii liavc been et* 
fee led by an ap|H'al to justiec and many by an ap])eal U) 
ClirislianUy. It is true tliat tbc ideas of iusticc and of 
riirisliaidty — *'oiisi<lcrud as |>oUtii*al I'ortus — liave varied 
f rom generation to ^eiu’ralicm just as at tlio present day 
they vaiv foun n at ion to naluin uiul from elass to class ; 
bnt it would Imj absnnl \o t\vny llic leality of llicse forces 
on tlie cheap pn'teiiee that I lie wonU do not always convey 
to all niiiuls preol^dy the same meaning. 

And in the s;iine wav eeoiiomie )>rinciples play tlieir part 
in moulding; laws and policy* al(houf;li fmiu generation l<i 
generation and from place to place they vary in form and 
Kubst am*e, 

f^n tlie view taken in this treatise the production, dis- 
tribulloii, ancl cxcbangi* of weallli -the lliroe great de- 
paitmeiits of eeonoMiic in vc.stigali<»n — de[>oud upon a 
great variety f>f factoi's, and eveiy one of lliese factors is 
more or less subject to nmdilioation by the general and 


special iullucnee of government, 'i'o allcnipt to sumiiia* 
rise under one beading or to bring under <ine pnMci|ilc these 
vaiious modi's of aetion seems a false [uocoduio if wo are 
dealing with positive facts, and illusory if we are setting 
u|» ail idea). A lirief examination of the opposing princi- 
ples of what may Imj termed "minimum interference ainl 
‘'maximum utility*' will* I think, justify the |>osition hciv 


laid down. 

S 2. n>' Pnitfffp/s’ of XtffNrof /yrt/Wr-Zb/Vr, 

'• Mitntnxnn Intrri'fftnvf." Tlie populai' blunders regaid- 
ing the system of natural lilwrly a 1*0 as numerous as the 
crimes committed In its name. No aecouril of tlie system 
ought to pass over Adam Smiliu and yet the Inoadest sur- 
vey of Adam Smith is snfTicicnt to prove tliat lie did not 
set up tlic system of minimum interference even as an eco- 
nomic ideal, and still less as tlie most general [lolitical ideal. 


' Ths fiaion ins *|iinUUiftti from tlis to llic 

(I7W) t>f ll»c Thturtf 0 / Murot .Sr,ttim*’nls pubUxlu-^l 
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At iho very out>ct i>f his invliniiiiurv preseiitiiiont * of the 
••obvious anti simple system of natural liberty “ lie intro- 
tluees a most important tj mill lying chuise. Every man 
is. indeed, on this system left jvrfectly fjve to pui'suc liis 
own interest in h\s own way. but — mark the (jualifioation 
— only ‘‘as long us lie docs not violate the laws of justice.'* 
Thus the fieodoin of competition of the industry and capi- 
tal of individuaU is always subject to the limitations of 
tlieso avowedly higher laws of natural justice. And again, 
according to the system of natural liberty, the sovereign 
has — it is true — on/// three duties to attend to. but they 
are duties of the greatest importance, viz., protection 
against other States, the protection of every member of 
the society from the injustice or oppression of every other 
member of it. and, finally, the duty of erecting ami main- 
taining certain public works and institutions which it can 
never be the interest of any individual or small number of 
individuals to erect and maintain. Thus, according Co the 
actual teaching of Adam Smith, if competition leads to in* 
justice or oppi-ession, the State ought to intervene, and if 


the brcncUh of view of Adam and Umi Ihc of /<aUon6 wn.s 

not doAlKncd simply to advocaiu laxsn^r^fuir^. 

•* III ibc Iasi para^npli of the First Edition of the pri^seni work J 
that 1 ahouUI. <ii another discourse, endeavour lo ^Ive an account of tlic 
ffcneyat priuc(f}it n of law and government, and nf ihs different revoluiion7( 
which they had undergone hi the difTvrgnl ages And jioriods of society, 
nut only in what concerns Juslicv, but in wimt concerns imiIJcc, revenue, 
and anna, and Wiafrrer ftMt is the ohji-ct of fa/''. In I In* Eni/uit'n ecnceru- 
ifi{/ the ?/<Uure /ind C/tuafS of the IS^eoUh of AVd*V/»f« I Imw j»arlly rxe- 
outod this promise at least so farjts concerns i>o1ice. k* venue, ami arms. 
What remains, the theory of jnri^nidencc. 1 have hilhcrto Won hindt'ivd 
from executing by the same occupations which have till now |>revchU*<l 
me from revising the present work, 'lliough my very adMiucid up* 
leaves mo very little cxpect.ation of ever Wing .ihle to execute this grout 
work to my own satisfaction, yet .*» I have not altogether abandoned the 
design, and as 1 wb<h still to continue under the oblignlioii of doing wlint 
I can, I liave allowed this iiamgrnpU to remain as it was jiublishcd more 
than thirty years ago, when I entertained no doubt of Wing able to ex<>> 
cute everything which it annonuce<l.** He died the s.'tmc year. 

' Wealth of j^adonst Book IV.. C*h. IK. 
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self'intcrost is ina(ly<[iiiitc to |>n>vide various institutions 
for Ibe satisfaction of social needs, llic State ought to pro- 
vide for tiu'ir ereclion and inainteiiaiice. It would be iin- 
liossildo to slate nnuv prei’isely the general position tliat 
(he Slate inav lu*< allod on (<> interfere— on vaiious giounds 

wiili the lilKO'ly of iinlivUliials in l)ie pro<lnction and 

distribnlion of weallli: and it wonUI 1 >e easy to show by 


parlieidar ivfovences that Ailani Smith was himself pre- 
[>arud in advocate sncIi inU'rfcrencx* in many cases, ami 
that in tlie natural eonise <if |n‘ogivss this list of cases for 
inlmferciMT lias l«'eM largely extended. Professor Sidg* 
wiek is only |>nt(ing Adam Smitir.s ai'gutncnt in modern 
form when he sliows that even in a society composed solely 
of ‘•eiuinomic men *’ Uie system of natural liberty in certain 
respects and under certain conditions would have no toil'’ 
d(mcy to realise llie l)0ii(di('0nt results claimed for it. And 
when \vc eouMdor in bow many ways human nature differs 
fv<im lliis liypothetieal eeonomie alwtraelion,' ami furtlier 
take into ueeonnt llic various causes of friction in produc- 
tion and di.strihul[r>n. and the im[>crlectioiis generally of 


the meehaiiism r'f exchange, the /tnmn ease for gov- 

ernmental interference, or rallier <lelil)Ctalion, is still fur- 
llicr strciiglhenrd. 'I’hus all that seems to he left of the 
system of natural hheity. considered as the most general 
ndo of political action. Is simply tlic presumption that the 
hurdoji of (iroof lies on (hose who a<lvocatc State interfer- 
ence or conirol. IVc aiv not entitled (o say tiiat minimnm 
interference is an ideal, and that every «J?<tt'*ctlon abolished 
is a step nearer this ideal. 

And even (Ins prcsnm|»tion iJi favour of natural liberty 
may be theoretically at(eiiuatc<l into the liarren statement 
that the State ought not to Interfere except in case of 
need, and then we have only to show that the cases of 
need arc in the majority to turn the presumption in favour 
of interference and to arrive logically at some form of 
socialism. 


' </- l%inialeoni. Pnir f^rottoMiC9. ixjusim. 
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On Alia in Smith view* however, such an invei-sion of 
nntiirrtl liberty wns impossible on two general grounds, 
one positive, the other negntivo. lu the first place, he 
maintained that iu genera! luUuiul justice was promoted 
by matuml liberty, and the sueccssoi's of Adam Smith only 
difler from him in the breadth of the meaning to be given 
to these doubtful expressions.* They believe, with him, 
that the eases of need for interf 01*01106, according to the 
ideas of justice prevailing alike in the practice and in the 
philosophy of modern States, Aj*e exceptional, and that 
the positive law of the most advanced communities larely 
ii.f.y in comparison) interferes except to punish the vio- 
lation of good faith. And, as Sir Henry Maine well 
observed, the very character of modern frauds — which 
at first from their novelty seem proof of retrogression — 
shows clearly that the moral obligations, of which they 
•ire the breach, must have been more than proportionately 
developed. It is llie confidence reposed and deserved by 
tlie luany which afibrds facilities for the bad faitli of the 
few. 2 

And secondly, Adam Smith showed by a wide historical 
survey that even tlie theoretically beneficial action of gov- 
ernments is subject to practical limitations imposed by 
want of wisdom or want of power or want of money, and 
the history recorded since Adam Smith's time affords 
abundant illustration of these three great wants. 

Tlie examination, however, more in detail of the benefits 
and failures of freedom on the one hand, and on the other 
of the limitations on the remedial and supplementary ac- 
tions of governments, will be taken up in the following 
chapters. 

I propose now to consider liow far the system of maxi- 
mum utility can l)e held to be the foundation of all the 
media axiomata of economic action, or to constitute the 
ideal of economic conduct. 

* Cf. Boeanf] aet’s PhU^topKical Theory 0 / ihe •Slate, Chap. VJ. 

* Ancient Lawy p. d07. 
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of miiximmu iHilily must Ih^ si;ilc(l in llio liist place so u.i 
l<> bring out its ^‘ssuntiul clianictcrishcs, aiicl for the pres- 
ent tb(' vrrv important priurlical (pniUtiratious witli wliiuh 
iC is prusenli^il by its ablest cxpcmonl ‘ may lie omittecb 
'riio economi<’ [u iiieiplo is a (IcdiK linii from, or a part ol. 
iln* general sy-lem of ulilitaviauisin. On (bis view the 
art of [Kibtiral ceomnny has for its ol^jccl. Inielly stated, 
the altainmeul of llie maxiinnni utility of which tlic so- 
ciety is r.i|iab|e by means of wealth. Accordingly* the 
gnveruinenl may advantageously interfere with tlic free- 
dom of individuals in prrMluetion if it can thereliy increase 
the aggiegate <»f weallli or make the propoilion of [uoduce 
n> population a maximum, and it may interfci'c with their 
frei‘dom in disliibnlion if tlieivby tlie apporllonmcnt of 
wcallli srenres on the wliole a gn’ater amonnt of utility 
to llu) memlH.U'H of the society. 

If wi« were emit lei I to assnme that all injustice involves 
disutility, and lliat perfeet justU'c is that wliieh secures 
maximum utility, the differenot^ liclwccJi lliis system and 
that of natural lilierty woidd ufipear to Ik 3 only formal, 
for the praetii'al object of the system of natural lil>crty is 
also to MTure jnsliee, partly by allowing freedom and 
partly by reeonmc to law ami government. 

And especially as regards the cix'ction and nmintenauce 
nf public works atnl institutions, it may lx? (bought that 
ihc only tost of justice or advatitagc is the consequent 
utility eomi>.ave<l with the expense (or other disutility) 
directly or indli*ectly involved. Hut when wc pass from 
inde Unite generalities to particular applications, tins iibn- 
tification of the two j^ystems cannot he accepted. The 
f>rifnn /ocri' ground, says Profe.ssor Sidgwick.* on which 
the interferenee of governinent with the distribution o 
produce that results from the indivhlu.allstic organisation 
of industry appc.ars economically desirable is the great am 

I f’f. Klit^wIrkV Prinrt/itfit of Puf ideal h'eonomy, Book III. 

* (Ip. cU., i»- .>18. 
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ever iiicroasiing inequalities in income to wliicli (liis oigani- 
sation Knuls. 'riie ooninton sense of maukiiul. lie asserts, 
hoUls these inequaUtios to W objecaionablo ; iiu]»licitly 
a^lopling, as he conceives, a eevtain view of tlie lelutiou of 
wealth lo happiness which is stated explicitly in two 
pro posit i«ms laid down by Bentham. Before requoting 
tliese two propositions we may pause at the assertion 
regal'd ing inequalities. In the (ii^st place, it is extremely 
doubtful, as a matter of fact, wlietlicr the individualistic 
organisation can be said to lead to ever inc ■‘easing in- 
equalities in income** How ai'o the inequalities to be 
measured? Ai^e we to take an average of all incomes, 
and to say that tlie two extremes of [>ovcrty and alTluence 
in certain cases go farther and farther away, that the riclt 
become richer and the poor j>oorer? Or are we to suppose 
that the submerged tenth ai'e lower beneath the surface, 
and the upraised millionth, like active volcanoes, make 
tlicir displays at a greater height? Still it may happen 
tliat the nine-tenths, the mass of the people, are grouped 
nearer the avemge, — the sea level of the favourite eco- 
nomic metaphor. 

Even, however, if it is granted that individualism 
causes a considerable and an increasing inequality in 
the incomes of members of the society, it is not so easy 
to assent to tlie assertion that the common sense of man- 
kind holds such inequalities to be objectionable.^ Tlie 

' Cf. Leroy. Beau lieu, IftitartUioH ilf* UicUrta^t. ari<l Pine to, C'o«r* 
iV Vol. 11. , Bk. 111., Ch. III., l>. *11^. 

Cf. Ucnthain’s “ Kiway on the levelling System,** Vol, I.. 

|>. 301 . 

'*TJie love, ihe passion. Cor equality has Its root, not in virtue, but in 
vice, not ill benevolence, but in malcvoletiro, . . . The paAslon for 
equality lias no root In the benevolent aaections ; its root bi either simply 
in the selfish affections or in the selllsh combined with the malevolent. . . . 
The lover of equality iii its most refined form is the man to whose eyes the 
Ki>ec(aclo of another's prosperity is intolerable. What, then, is this sn 
much boasted passiou for equality ? It is a propensity which begins in 
vice and leads lo ruin. In the scale of merit It Is as much belovv sclfishnes.s 
ns selfishness is below the virtue of benevolence.*' 
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‘•common sense of mankintl** is a very j'esj)ectaWe but 
very om[j(y exjuvssion ; it is of ilio tribe of innate ideas 
wliich Jobii boeko killeil aiui buried. If fr>r the vague 
appeal to the common sense of mankiud we su))stitute 
th<? opinion of twelve, or twelve llionsaml, or<linary men 
taken at random, llteir opinion would, in all piobabilit^*, 
not i>e favoniablo to ecpialily oi itivome as an ideal, and 
certainly not favourable to putting their own incomes into 
bnti'hp(it and <lividing the aggwgate. Krjuality l)efore tlie 
law, for example, ju regards the enjoyment of fiersonal 
lilau'ly or the punUlniient of erimes, lias obtained reeog* 
uition wi()i tlillienlty in tlie most advan<*ed nations ; but 
even the nukst enlliusiaHtU? Cbristians and [>hilosophers 
rarely aim at tbe ai lnal furtherance of equality of in- 
e<nnes. iind still less is <a]nalisation of incomes nn active 
principle in any mcalern State. 

We may now examine tl»c two projio.siliotis of Ilenlliam 
on whicdi l)ie a])i*ged olijcction of the cnmnniii sense of 
mankind to inequality <»r imanues is siqqtosed U* vest. 
'I'liese pro))ositions are (1) that an increase of wealtli is. 
speaking liniailly ami generally. pitHlurtive fd an increase 
of ha)»plness U* its possessor: and (2) that tbe resnlliiig 
increase of hap])iness is Jiol simply |>i‘o|K>rlional to tlio 
nicreasc of we alth, but stands hi a eonliiiually dcfncasiug 


ratio to it. 

'rhe first of these pi'opositions may easily be reduced 
to a truism by those who identify utility with liappincss. 
'Hie essential characteristic of all wealth is to possess util- 
ity, and the meaning of utility is the capacity to satisfy 
desii'c, and if the satisfaction of desire constitutes happi- 
ness, the increase of wealth moans an incre.asn of haj)pjness. 

It may, at any rate, U* .admitted that most people prac- 
tically not as if tliey rogarde<l the acquisition of wealth 
as affording an increase of happiness and the loss of it 
as a source of |>ain. 

The second proposition is .simply a statement of the law 
of diroinishing utility which h.as aliHjady l>een so fully 
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illnstmloU: a .shilling to iho man tlint is fasting would 
moan moio liappinoss than to tlio man that is lull. 

riie conclusion that is drawn from tliosc innocent propo- 
sitions is saul to be obvious. ** From tlic two proposi- 
tions taken together the obvious conclusion is. that the 
more any society approximates to equality in tlie distri- 
bution of wealth amongst its inembers» the greater, on the 
whole, is the aggregate of satisfaction which the society in 
ijnestioii derives from the wealth that it possesses.*’ ^ 

If the wealth of the society were equally distributed 
amongst the members, and if they were all assumed equally 
capable of deriving satisfaction from it, this equal distri- 
bution amongst those equally sensitive and equally sen- 
sible people might make the utility of the wealth a 
maximum. But between this idea) and the real there 
is a great gulf hxed. And until human nature has become 
so reasonable, that every one looks on himself as a unit like 
other units, and regards the hnppinc.ss of any two as greater 
t))an that of any one, even if that one is liimself. the volun- 
tary adoption of equality of distribution is im])ossible. 

It may, however, be implied that a democratic govern- 
inent is not a pei’sonal t^’rant, but tlte embodinioi^t of the 
will of the people, and it ought to use its power to coriect 
the inequalities that spring from the selfishness of Individ- 
uals, and that the State at any rate ought to look to the 
maximum happiness of the whole society. And this in- 
deed is the reply of those who advocate communism or 
socialism. Hut this simple solution fails even on utilita- 
rian grounds. If the food and other produce to be distrib- 
uted fell like manna from heaven, equality or inequality 
of distribution would not affect the supply of the food or 
of the mouths to eat it. It is not so, however, witli eco- 
nomic utilities. Economic utilities are in general tlie re- 
sult of labour and sacrifice, and in tlie I r case equality of 
distribution would, as Professor Sidgwick sliows, at the 
same time diminish the dividend and increase the divisor, 

» Op. p. fiifi. 
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and in ihc end llie diniiiiisliod quotient might give iei>s than 
the aggregate liaj)|nne.s.s eiisurecl hy I lie ji resent system. 

KeilecticHU Jic* says, shows that tin* inference drawn 
from tlu5 two lienlliamite |iro[>osili(nis is only legitimate 
under cerlahi conditions, vi/.., ••that the total amonrit of 
))ro(lu(a' to Ik* divich'cl, anrl the nnniljer of jiersons among 
whom it is to he ilIvnUMh remains nnaffccicd hy tlie 
cdu\ngc ill rllsli ilmtion.*' Ainl a fnrtlier <jualiiicatiou is 
ad<lc<l to the effo<*t (lint llie change* has no tendency to 
iUiuinisli llie Iiappinoss of the ermimnnity so far as it Is 
<h!rivcd from cdlier sources than the increase of wealth, sncln 
for exain|de, as '•culture,'* and the virtues which arc fostered 
hy tlie strivings of iinlividnals nntler uno(|ual conditions. 

In (tonelnsion tlu* iqiinion may be liazardcil that no sys- 
t<*m of etln<*al iilnlosopliy evm* |in>|»ounded lends itself so 
rearlily easnistry as utilitarianism. All the virtues can 
he eanght in its net. so largo is its sweep, and every one of 
them can eseni>c again, so whle are its nieslies. livery 
virtue, on (lie whole, |»r<unotes happiness j hut there are 
exee[Uion.s to every virtue, which if rcasonahl)' calculated 
nccor<liiig to the Hedonistic ealciilns, will give a little 
more ha[»plness. Thus truth produces happiness, hut truth 
properly economised pnuinces a little more happiness, 
and in these days of marginal inci'ements the little more w 
often tlie decisive consideration.* 

^ 'lUf cnsuiMry M iitilitnri»iM:«ni tM.-iy be UliiKlralvU friMii 

tlio wmks of n4>iiiK;)in. Take, for <*xaiiiplc. UU treat mcnl of Man lafsc 
:i»U involve*. WorkSy Vol. I.. |>. J»7. 

•• The r< »itn of Uhrrty i»r«lMct*s lvs< waiuk'ihii; fanclc?* Iliaii that of 
conjugal <*ai>rlviiy, Itcrulcr iiinrrj.iecs dis«Mjhiblc. ihorv v-iW more •‘ip* 
pai’^iit. bill there will lie frwer irnl. Ke|iaralioiM.*’ 

••To l>clm»c In the iiorfrctioii of tlir bvlovcU obji'Cl. to believe in I hr 
eteiniiy of tbo w liirli 1.^ fHi. a ml which in iri^pU'cil. kiicIi arc Ihc 

IIUirIoik wlih'li limy b»* imKliic* *! lo two clulriroii In the hlImJncM of love. 
Uni a&<'r| lavvver*, leal -la l ora. whn^c licmia are whltcneU by year*, ought 
not to give phi<*i' to Ihi'i cliinier.'i.** 

•• IT^'* whom shall the choice of a IuikI>.iikI or a wife (Jrpencl ? The 
laws ought iicv'vr to iiitrik.st the fiowcr to the jmniils. The ujaniicr In 
wlitcli parenis ace and fee] is not the same. I^>vc is the riioviiig priticiplo 
of youth ; the old »uiarccly feel it.” 
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§ 4 . Tht' Chrii^tiiin in lirfitiimt to Liln'i'tit an>l 

Vtilii}i. A I ililToiviil I hi* 01*01 lonui* [>niu*i2)los just 

oxumiiio^l liavo Ik.*ou ooiilnilLoil ov sot asiilo by inornl ov 
ivligious iilorts. To lako ouo niosl iiopnHaut and iiUorest- 
ing case, tbrougiKmi ihe MiibUc Ages ibeiv was a contin- 
uous endeavour to make ocoiioniic activilios oonfovm to, or 
rather make wav for. the great ideas of Christianity. 'I'lic 
2>uve and austere idea of the kranciscans foiaus a striking 
contrast with the economic princiidcs which jirevail at the 
resent time. Material luxuries wciv scorned; sloth was 
a sin. and labour a duty — not for the material results, but 
for the spiritual discipline: property was limited to the 
passing use of necessaries : humility and renunciation occu' 
pied the [dace of self-interest. Between the imre theojy of 
Christianity as thus conceived, and individualism, a recon* 
ciliation seems 2>ossible if self*realisation is found in the 
voluntary imitation of C'hrist "whose service is i)erfect 
freedom’*;' but no i*econciliation seems possible with a 
system which asserts that increase of wealth involves in* 
crease of happiness, unless a wider interpretation is given 
both to Christianity and to wealth. Such an interpi“etation 
is suggested in the lost chai>tcr of the present book ; it 
can, however, lay no claim to geneml accctitancc and tho 
more austere view still jire vails to a large extent. In our 
own times we find socialism stiongly condemned by the 
Catholic Church on the very ground.s on which it is ap- 

Tlio table of allioncc# lo be pit>lMbUcU with lUc incoiivenlcuce.s noicii 
is full of curiORillOft. Wc ftml. for example- marriaK'’ molbn .ni- 

law forbidden, the only i<»a»oii alvon bciiifc Inconvcnlcuci* (I). On refer- 
ence this proves to be “ l^oil of Hirohn. DnugcT reMulcIng fixim a rwl ov 
suspected rivalry between a bridegrooeii and certain persons of the num- 
ber of his relations or connexions." 

* Cf. Thomas ii Kcinpla: ‘-An clcrn&l man prefers the cniv* of himself 
before all other cares. Where art thou when thou -an not prc-juuil tf> thj • 
self? Or when thou hast risen over all things, what piofit will it be to 
tlico If thou lia^t neglected thyself? If Ihon desh'csl to have peace and 
true vision, thou must set all the rest aside and turn thy eyes upon thy. 
self alone, 'riiou wilt then note great pi-ogress if thou keep thyself free 
from all lenj|K>ral care." — ftnilalioH of C'AWsf. Book II.. Ch. \ . 
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|»voV(‘il hy llic sy.sioin of nljllty : in Ilje words of Leo Xlli. 
io Ills lviicyrli(*iil a^miirst llic s^ndallsts: ''Tlie desire of 
|in'sent iruod is ibc r<«)l *»f all evil, uiul ilie Cluircli ac« 
kiiowled^a's Uial \ho iiio<|iinliiy aiiiojigst men whirl i is seen 
in iho nainral distril)nti*»n of morilat and IxxUlv gifts exists 
also in tin* iK»ssessioii of io*ojH*rt\\ and she enjoins the in- 
violnhililv of the right of prc)|M*rly an<l owrjcrslii)). ’ ^ 

' Kmi iIh' Iih^lcni in*:iiiMi-nl .if froin il»* ( 'hi M\uIiohr) 

/‘"tifirof In r. S. Ih*v:(s » niif> «.f cIm* niuimaiA 

of ('.iilioUr 1*hi]M~i|ihy ( StMiiyliiiiM S<«rU‘so 'J'lijs woih i» 

Ihm]i by Nvjiy oi o»iai.oi ;Mia '‘Mi.|0mioni im ih.it of \hv oriUoibix ICndUli 

'rhr««ij;lM)al. O\o |»ririt>»l*|rs aiv h<0<l f.isi ; *'rne l.inilly Ik 

tUv of ikONhniioii. ilio ouliiiniy Miih of thi> fonti* 

Uni ii ill i>f gallon.*) I wi'II-ih* niiU eoMl iljo )*riiiri|M| wnner. in lh(* 
nnllMul nulri. IhiCIi ti| viriM< .4 niHl hup|iUM'<«<« *' <]•. IIHI). 

*• hi ovi-rv Sinn* llir hiwlul nnilioiliy, ralloU iln* foivermnenl. or 
('IvH |N*wn, \»;\<, Ijko |art'ril:ihoiiboriiv. nil n< liaUXK from 1 I<h| *' (|i, 470). 

'VUr iiioiio of ih«' i* , •• Kino iiulrni uIiIiiimk o*<*onMiiiio.i> esi loium 
liriio vivrri* MtviiiMiuiii Uomi'rtih'iiin coowronHoiioni/* 

'I'lio hOAiioii« riF ('liriMihiM Uim'IHmok hMfviiioiMh’S. ImhIi fiom |]>9 lii'i* 

lohcal naU llir KmrlhMl km It*. Iiavc Ailiiiirnlilv by Pr. W, 

('otiiiihcliniii : w*i* c^|M'rhUly •* tV tthtf Af>u/u *tf .]/oh‘'h" ; '* ; 

" h'nnioytiirii ««*# : ",}/•*• f'ftt f 'h'itfm/fiiot *H Ifi* AV««omi»V 

('otniiAir llic bisi cliAjiior hi fUv ptcHml Imok. 
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UENICriTS OK INDIVIDUALISM. 

§ 1. I^elation of PreMent Suhivot to Gt*neriil Anfuvtent. 
As is shown in the last chaijtei*, tliei-e no simple test o£ 
advantage aiul disadvantage, or benefit and injui*y, by whicli 
it can be decided whether individual freedom or State con- 
trol is preferable. It is diflicult to strike tlic balance in 
ftJiy particular case of profit and loss, and the indirect and 
obscure effects of interference (or non-interference) are 
often of more conseciuence than those which are direct and 
obvious. 

At the same time, however, the government of any 
civilised State would be rendered impossible if the only 
I'ecognised rule of action wei’e that every case must be 
decided on its own merits. On the contrary, every case 
ought to be regarded as a possible precedent for all cases 
essentially similar, whether in the direction of further 
fi'eedom or closer restraint. The idea that particular 
abuses cun be remedied or particular advantages conferred 
by the State, without i'efei*ence to general principles, sim- 
ply involves the substitution of tlie prejudices and impres- 
sions of the moment for the delibeiate I'ecognition of 
general principles of public policy. And it does not fol- 
low that because all these principles cannot be deduced 
from one great fii*st principle — whether liberty, utility, or 
religion — they are therefore to be held of no account. 
Even in the physical sciences such a comprehensive gen- 
eralisation of particular inductions has hitherto proved 
impossible. The ultimate laws of matter and motion may 
perhaps not be even intelligible to human I'eason, but this 
recognition of final ignorance throws no doubt on the 



KCtiNnMir ri Ni'TlONS OK (iOVKKS.M KST. 


1110 

I oc< lie* 1 1 oils m* m’oitls of asinMioiiiy oj- j^i^olo^y. And in 
I lie suiu' svay. allliougli Uio (iiial priitcipk'.s of govei inneiit 
aio still a tnaller of <Usj>ittis and a]l)i(>ii;*li it is possible 
iliat tlu! iiuuiuM race tiiay )m! nneter tlic sway ol nltimiile 
|aiiK'i}dos dial arc iiol oven to tlie particular 

reason ( aci onlin^ to llu* fniidaniciilal assuinpliou of many 
systems of tlieolojjy and pldlosopUy >d I lien* arc fiu’/ftn rfjh 
of ;;c»verninunl. as of pliysic .s, and Uicrc are ctiijnri' 
eal laws in polilu's and eeoiioniirs as well founded as the 
mii]nri('ai laws of tin* jdiy.sical s(*jenees. 

In tlie present eliapler I |in»{H»su to examine only tlic 
a<lvun(a;;<*s and lH*neliis id iinli vidiialism. Allhough inci- 
ileiitally, for the li^lit of c'oninisi, occasional references 
may be iinule tr> tlie opiHisite, for llie )nirposc of scientific 
analysis it is found l onveiiienl to defer the consideration 
uf tin* evils ainl disadvantages to the next (diapter. The 
trc*alnii*nt of the evils of noiMiilerfcrence will flien nat- 
uvaily UckI u\> to the e(msidenition of (lie iMmellts aiul 
iiietliods. tlie limitations and the disadvantages, of goverio 
menial iiekiom h'inally. sinei* all government in general 
involves ** expense anrl ex|H*nsi* invidves leveiiuc. it will 
be necessarv t<» exuiiiini* tbe ])rinc*iplcs of Public Finariee* 
including '('axation and Kx^ienclitun*. 

In cokisiilei ing the Uniofitsof inilividualisrn, I sliall take 
ill order tlin leading pnneiples of < 'oiisumption. Produo* 
lion ( ineludiug Kxebange). and Distiabution. 

§ 2. /ft'trrtifi* oj' />W/uhnii ttft ref/ar<h (’oufutmption 
hnutufi. ( nnsumption is the final cause of production, 
and the wants i)f eonsuinors aitj indicated by demand. 
Men and women, as well as ehildrcn. may demand what 
(bey like or wliat they are told hv (lieir superiors they 
onglit to like- 

In consideiing (lie l>cnoritsof leaving their choice unfet- 
tered we may. lirst of all, ixjfer Uack to the general (irinci- 
pics of utility or the satisfaction of wants. Uoth as regards 
tbeir material wants and as regards (he means of satis fac- 
' Coinparc tlir [larotUicUon !•> ]lo<»k i. § 4 - 
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lion* people lire eonlVoiiled with oiulless vai*ie(ies of elioicc ; 
iiiui, on the whole* in inoileni iiuhisirial sociclios* it is now 
reeogjiisiHl ilnit cons ntnei's are the Ih.*sI jinlt;e.s of wliat tliev 
require luul of the tiling that will satisfy their require- 
ments. It must always be reniembereil llmtall incomes are 
limited, and that the vast majority relatively to the Inr^e 
choice of expenditure arc extremely narrow. The poor- 
est may spend the whole of their incomes upon "necessa- 
ries, but even as regards necessaries (here is relatively a 
considerable choice. In any case* however, the limitation 
of incomes means that expenditure in one direction leaves 
less to spend in others. Thus, if people lind a cei tain mode 
of expenditure unsatisfactory, tliey will tiy something else, 
and the final results of these experiments will be the 
maximum satisfaction under the cii*cu instances. The con- 
sumers may, of eoni-se, make mistakes. * Tliey may choose 
pleasures that do not answer to lientliam's, or even to less 
exacting, requirements, and they may fail to realise the 
pleasures wliich they choose. Hut the general rule of 
individualism is to allow freedom of choice to tlie consu- 
mer of all forms of material wealth, and the general result 
IS held to be beneficial to society at large. Give two boys 
a shilling each to spend, more happiness will ensue if cacli 
chooses for himself and not each for the other. Tliat is 
the germ of iaisser^/aire in consumption. 

The presumption in favour of this rule is supported by 
an appeal to history.^ In progressive societies the eman- 
cipation of the consumer of material wealth had been 
effected whilst the producers and ti-nders weic still in fet- 
ters ; and the freedom of production and of txade was 
largely consequent on the extension of ficedom of con- 
sumption and demand. 

History also shows on the reverse side that wlien castes, 
customs, and laws succeed in imposing uniformity and 
rigidity on the choice of consumei's, they succeed also in 
checking material progress. It has long been recognised 
X Sec next chapter. ^ See abeve. Hook IV. 
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that Uie Til'S t sleji to ward I lie civilisation of undeveloped 
nations is tlio cteatioii of new wants and desires : tlie sub* 
sliLntion of an clTeclivt* frcedoni of choice for u Wind 
adlicrcncc to luiliit or custom. 'J'herc is the less need to 
lalMiur the ar^nineiil. as this part of individualism seems to 
be generally approved hy economists 

who in other ivspeels advocate some form of socialism or 
coUeotivUm, at any rato:isa regulative idea, The aullioi's 
of /tiifuMti'otf for exam pie, state explicitly, 

**T(> obtain for the commnnity the maximum satisfaction 
it is essential that the nee<U and <lesires of consumers 
slionUl be tlie main factor in determining the commodities 
and services to lie (jrodnee<l.'’ * And again, in defending 
their Common Itnie (the m*Nv name for llio ininimtnu 
slamlard <»f c omfort), they say i “ It wonhl in no way pre- 
vent com I )et it ion between trades or lessi^n its intensity. 
The consumer would Ihi free to select whatever produce 
he preform I, whet Inn* it was made hy men or women, by 
liaiid or by machinery . by his own oonntrymon or by for- 
eigners.*’ ICvuii prcniouncod stale sm'ialists Mould appar- 
ently leave the demancl of eonsniiiers free as the general 
rule, the business of governinent liuiiig to guide production 
accar4ling to the statistics of consumption. *'^ 

The ready aeceiilanee fd the rule of fivodom of material 
eonsumpti<»n at the tucsent time is partly due to the recog- 
nition of the fact that, with a few eom|Kvralively unim- 
portant exceptions, na government can enforce sumptuary 
laws, and partly to the >vido acceptance of the theory of 
evolution in .so far as it asserts tlic tendency to variation 
to be a necessary condition of progress. 

Similar reasoning applies in tlic case of immaterial 
wealth, though here in most case.s the recognition of free- 
dom has l>ocn mucli moi*c lardy ,aijd in most countries is 
less complete. Still, in mo<lern industrial societies the 
general rule is, as I'Cgards education, religion, and amuse- 

' Sjclnr«y aad U^alrkr M'ebb. Vol. 11.. SIS. 

C/. ScliafH^*. StKivliaui (Ir.iii^lallon), P- 
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iliat those who arc supposed to liave the capaci tv- 
arc allowed freedom of choice. In Britain a certain 
uiuoiuit of cloinentary education is compulsory upon chil- 
dren but the principal argument in support of the compul- 
sion rests, as in similar regulations restricting tlic freedom 
of consumers, upon their inca|>acity or that of tlieir i)arents 
t.> make a reasonable choice. With this exception the 
people of this country arc free to remain as ignorant as 
they please, even of the elements of religion. In the 
L nitccl Kingdom, although the State 2>i‘Ovides or assists in 
pioviding schools, the children or their parents are free to 
obtain the necessary education elsewhere; and beyond lay- 
ing down the official I'equircments as i-egards attendance, 
standards, and ago, the State makes no further interference. 
The principal practical difficulty at present is with refer- 
ence to the pecuniary aid to be afforded to voluntary 
schools. 


The State still, however, interferes diicctly or indiiectly 
as regards tlic education of the professional classes. The 
candidates, for example, for the medical profession are not 
allowed to demand the quantity and quality of education 
which they (or their natural advisei's) think best. If a 
Juan wishes to practise as a doctor, he must obtain a quali- 
fication, and this qualification involves a specified kind 
of education. The theoretical justification for medical 
licenses is again the assumption that the consumer is not 
fitted to judge, and a legal qualification is a kind of guar* 
antee of the goodness of the services. Adam Smitlid 
indeed, strongly advocated perfect freedom of trade in 
medicine and the abolition of licenses, but his opinion 
was no doubt coloured by the abuses of his time. It is 
certainly at present the reverse of the truth to say that “ a 
degree can pretend to give security for nothing but the 
science of the graduate, and even for that it can give but 
a very slender security ; . . . and that a degree always has 


' See Letter to Dr Cullen. Appeutliz to McCullocIt’e ceJHioM, note 
xzU.. p. 58.1. 
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l)c*e!i and always must l)ca mere piece of tjuackei'}% in spite 
(it* all lliu ivgulalions ilml <*an be made." 

At tbc same lime, Ijowever, it must l)C admitted tliat as 
vo'Mi'd.s tin* iirovIsHUi of iiu'dical science, lliorc lias been, as 
in other industries, a ^leat extension of freed<nn of demand, 
ami llio ilemands of tbc eonsuincrs pntctirally govcrti tlic 
production of pin'Miiplions. i)it the whole, the public 
by practical mu i'oss, and llie eoinpciition of medical 
schools is so severe that the li'acliei'S mnst provide the 
bind of educalicm that lca<ls to the mc»si successful results 
or Is'st satislies llie publie ilemaiid. 

The roiraints u|K>n enlraiieo t** the various brandies of 
the b'f'al [M'ofessioii, ibou^di oriprinatin^ in monopoly, are 
now defended in the interests of the public. 'Die univer* 
si lies ami law schools provide a general training and a 
])rdiminary protessiimal training (hat tend to raise the 
standard fd the profession, and the cunsuiners of legal 
all vice also have a kind of guarantee for its rospcetability. 
Kvom the |K>int of view of the public what is most re* 

4 pi i red, m^xt to the purity and cfheieney of justice, is speedy 
aclministratiou. 'I'be law's delay is still jiroverbial ; though, 
in this eoimtry. there Is no 4|uesti<Mi as to the purity or ef* 
licicncy of the iiUcrprotalion. One of the principal eco- 
mnnie justilications of rcsirninls on the legal profession is 
that certain hums ami technical mkmIcs of procedure are 
necessaiy to save the time of the courts. Probably 
greatest impnivcinents in the administration of law in this 
country wouhl lx? foumi in giving to a greater extent con- 
scioii.s effect to this prim:iplc. 

As maud's stand, llie time of the courts is often dis* 
tributed according to tlie ainounl of money there is to be 
spent on the case; and in this respect the consumers are 
not the liest judges of their own interests, and still less of 
the interests of the public. In this case the freedom of a 
few limits the fi«edom of many. 

On the whole, however, taking a broad survey, the 
administration of justice has followed the laws of general 
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in.histiial progivss in k-iiijr bn.i.ghi more and i.io.o utulor 
il.L- .i.llm-nL-e ..I fivL-dom ,.{ domana. And if il.o law docs 
not satisfy tlic dcnuuul, pcoj.lo niako tiibunals ami i-mnts 
of arbitration of thoir o>vii, — ht nntulripiu Tlie 

groat bnsino^ of the hnv to guaraiitoe fivoaoju, to 
enfojve ooutmots, iuk] to proviilc for tho liberties of tljc 
subject aiul Ibe soeiu-it y of and ilio law of pro- 

gressive societies has lK*en iulai>tecl to meet these re<jiure- 
ments. The greatest security to the incUvuliial is afforde<l 
by the sepainti<n» in tlie Stale of the judicial from the 
executive power. The general aigiuuent of Adam Smith 
may be pointed and moderni.sed hy reference to tlie Drey- 
fus case. When the judicial is united to the executive 
power it is scarce possible that juslice should not fi-e- 
quently be sacrificed to wluit is vulgarly called politics. 
The pei'sons intrusted with the gjeat interests of tlie State 
may* even without any corrupt views, sometimes imagine 
it Jiecessary to sacrifice to those interests the riglils of a 
private man. But upon tlie impartial administration of 
justice depends the liberty of every individual, the sense 
which lie has of his own security. In order to make every 
individual feel himself perfectly secure in the ])ossession 
of every right which belongs to bim, it is not only neces- 
sary that the judicial should )>e separated from tlic execu- 
tive power, but that it should be i*cn<lercd as much as 
possible independent of that |>uwer.*’ Tfjc demand for 
justice is also the demand for libertv. 


Of all the branches of progress, liowever, in the provi- 
.sion of the forms of immaterial wealth, the progress in 
leligious liberty is the most remarkable. In Britain itself 
the large toleration at present prevailing has only been 
obtained by •a long series of constitutional struggles. The 
benefits of religious liberty can only be measured and 
realised by inference to history,* and realisation by his- 
toiy requires, unfoitunately, not only tlie labour of read- 
ing, but a certain effort of imagination. We are apt to 

^ C/. pasitm^ the works of llAllftm, Krftkinc May, Lecky. 
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ctiiisider relijjious persec-utiou jus sim(»ly iiarbamuii, forget* 
fill of the fart that somuj of tlie moNt glorious ijeriods in 
cm* aimals juislicil itilolorancc to torture anil dcutli. The 
horrors perpetrated in the name of Cliristianity in this 
of froeilom arcJiy tin* very c'onirast. tlic most sicken- 
ing of all llic c'rnolties ever inllii'tod by man on man. Even 
in the reign of (ini*cn Kli/ahetli and the lifetime of Shake- 
speare *• Englishmen were liable to be burnt for what 
pevhaiMS they did not iindor^land to Ik) licresy, till tlie 
ecclesiastical judg^* so i liter jne ted the words of tlie canon- 
ical scripture.'*' I'lider sueh an interpretation of Scrip- 
ture hv the liisliop f»f Norwieh of tlie day. live analKiptisls 
were sidijected to the writ iU hfr€tir4, t'omfmt't-.mh and 
burnt areordingly/^ The cweiilioii of some two him- 
ilred f»a|Hsls was just i lied by cem verting tlioir religion 
into higli ireascm. llmngh not legally sliown by any overt 
act. 'I’he record of ilie burnings of lierctics, however* 
CatholU: and rroiestam. seems to us — through frciiueiit 
ropetiliou stale and iinpn*lilablc : a less notorious in- 
stance of inlolevanee is alTorcleil hy the treatment of tlic 
Book of Common Prayer. In the reign of Elixaheth “any 
peison whatever wlio in plays, sinigs, or other open words 
speaks anything in ilerogation <if the saiil hook, was liable 
to heavv lines f<»r two offences, and for the tliivd to im* 
prisoiituent for lifi*. iMiring the Coninioinvcaltli, in the 
lifetime of Milton, when Pniitanism lia<l its clay of powci 
in England* any i>crson wlio iisecl tlic Book of Common 
Prayer, not only in a place of pnhiie worsliii). hut even m 
any private family, was liable on the third offence to a 
year's imprisonment.® 

It may l»c interesting to non-cliurchgoing peofilc to be 
reminded tliat the statutes imtiosiug penalties on the 
‘‘total irreligioii '* thereby dis|»layod were only repealed 

1 aucksmnr. nook IV . rii. i TK** wlmlo ot this Hiaptor pveA aii 
excell€'Tit IiKloriral ;iccoumi ilic* ftj'xiiisc anil rellRiou. 

• ItaUAni. CnHStfilHlioHat Vol. II., (tiolc). 

» Ordinance of Auffiist. Idol. 
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in tlie reign of Viuton:iJ In Uk* limo of IClizabelh non- 
alteiulancc ut cliuivli was for an occasional Suiulay very 
cheap, being only one sliilling to be given lo the jioor: a 
niomli, however, of such relaxation involved a line of ;£,*20 
to the crown. It may be said (hat statutes of tliis kind 
had long become obsolete* and tliut the abolition was only 
foimal. 15 ut many statutes involving verv serious disa- 
bilities were enforced during the rclga of Victoria against 
those who did not conform to the Chuicli of Kn gland. It 
was not till 1871 that the oAioes and degrees of tlie Englisli 
universities were oiKuied without theological j-estriction.* 

It is worth noting that England has becJi much behind 
some otlier nations in the full concession of political rights 
to noi^-conf 01 mists.® The United States led the way by 
declaring in one of the articles of the Constitution that 
no religious test sliall ever be miuired as a qualification 
to any olhee or public trust under the United States.'* 
The tardiness of England is partly explained by ll»e large 
comprelicnsiveness of the Established Church on mattere 
of doctrine, and jiartly by its great political influence. 

It may perliaps be thought that the economic concep- 
tioji of freedom of demand is as much out of place in the 
spiritual heaven of theologians as in the material heaven 
of astronomers, — that we might as well speak of a demand 
for comets or small planets as of a <lemand for religious 
creeds and confessions. Thei*e is, however, undoubtedly 
an economic side to all religion, as Adam Smith showed in 
one of the most vigorous chapteis of the Wntff/i o/A^afwus* 
and as is sliown by every religious iiersuasion at tlie pres- 
ent time from the Salvation Army up to the higlicst 
developments — the particulari.sation of which would be 
invidious. A demand for any kind of i*eligious services 


> 1S44 and 1840. 

^ In 1800 Henry SWgwick resigned his Fellovr^hjJ> in TrlnUy CoJJege, 
Cam bridge, as a protest against ilic religious tests then in force. 

* Lecky, 2J€mocrar}f and Lfbtrt^, Vol. I., p. 427. 

* Hook V., Ch. I., VU 3. See aboN-e Uook I., Cli. II., | 8, p. 42. 
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imist \n) an unoc*lual <n* llic .su|){>ly will not Ijc 

lortlu omiiit;. It U no cl<»nhl (nio that in the [«st great re- 
ligions^ oi<U*r«* havclx'on inMilutecl iirnlervowH <»f poverty, 
:vncl llic fcmniinrs. unci ilioso \vln» iniilated llioir example in 
tlieir lives ami rondnol* \'er<! guided l>3' s[)irilual and not 
1>3' (;< omauie ronsideratioMs. lint as llic.so 01x101*8 deca^’cd 
in spiiiinal anslenly Mirv grow in economic power, and as 
llu')* ndaxod ll»<*ir rules lliuy extended tlieir wealth. T he 
Chuixh exlalilished a gigantic religions monopol)* on an 
cconninii* Ikims. 'I’liis inonojHily of religion hy the Homan 
Oathnlii' Chnrrlu like other great inedheval monopolies 
of trade and fendalisni, hroke down hccansc? it ceased 
in ronsidev ihc inleiests of ihc groat body of con- 
sume rs,* 

.hi'il a** a nioiin[»o)y <d religion is apt to engender intol- 


' \ mil Hm< U irMlrUtrit Oo ihr follnwlna crilU'al tinle foMr. T.S. 

•« \i «.► mo tlini .\n.nii Siimli. iii Hm* y<m refer u*. uei'cnis 

iiMi ;is tlm slmwn i»l»^rrv» r “f h’t< own rhtirs bni ns < iKlitveiineceaUiiy 

wi*U no Mi»rlor<inrirtii»2 *»»«• MUiniC Ap'S — ii« >»'*" 

ibaii VoKalrr. IIih hat.Mii ihm. llio olvruy ImO am Jibsolule C"Im- 

mAiin over tUo ««imi 1 n*. 1 > ot the is in-'cr inko of jiny Omeor jibce, 

crifAiMly not It Om* ila\«% of iIm* Tvfni««ror Krttlorlc 11. aimI of Hir 

p^ vAlou I .>T.0Ma« |.lMfo--.|*ltv l-'foie SI. 'I boiMAs AipijiiA^i not OHO 

of Uie aolio lrin Ml linirol ilM* Kair, MorajjAiiiof Italy Atnl fJi^rMiany 

ih iho rifirfutU oi>oliir>. 'nn-o. ns n-sjAftU Ote rlrliCA of Mir Chnrch 
lireeMinij et,ri*Mi»ii»»i>, wa^ no ;i roiiseinl tlAMi^er of il ; e*|>ietA y 

of the liltilnr | of nblxti or I.Miop 1 tel in* rK'nipletf ny fAvountPA 

or ytiunp r wnn* of ihr nol.ihiy witlionl lev'Artl u> litnes'*. now 

far Mii-i anuMlIv li?i|.|s-«r<l hm •!< for oaoli i- ritxl nml couniry an cx«in>* 

iiatM'u '‘f lonloMri' : ;«inl lo make any ireric-rAl pfo|>o«t 

tion very ' 1 mii ma Mrnyni!; Ihat there vmy 

•jreAl inicippHralion of rlMirrU proiwrly by 0 »e c lerjry i but ntnny ra e ^ 
I'opirtH Kiii:l;inM in ilir liftmitli ami aixieeutli emlurlca the cluiailcd e • 
dein’i* cothTO**! Iiy l>r. .Ie!w*»|» f I *roi extant ) nnJ l>r. ^ 

xhi»wH AOmn SmlOi's \i»'W **f iho Inferior ranks of tUc people lenu 
cusiotl by I lift tan by. err., of rlic rH ler elorffy to be a complete imsnp 
sontatlou. The rlr^tmrtion of llie monasler>e« ati‘ 1 the confidCAtiftM 
ercle.<iAsiiral pTr»|>eiiy wa« mo.i unpopiilAr with the P***^^^ 

(.ipan fr<ini any spirirnol los'^orenin) snfTenHl appall I ncly In iheir 
by the chance — A change that Jess*)|> calls the Spoliauon or the 
riUac-.’* 
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0 ranee of opinion ainl laxity of inomls, so free tiatk in re- 
ligion on Adaiu Smiiir.s view tends to pronjote toleration 
and variety in doctrine aiul austerity in conduct. In lit- 
tle religious sects," says Adam Smith, " the morals of the 
common people have boon almost always remarkably 
logular and oiilerly ; generally much more so than in 
the Established Chui-ch. The inoi-aU of these little sects, 
indeed, have fi^equently been i-athcr disagreeable and 
unsocial." * 

• Adam SiiuOCa reme<ljp* for the peculiar defecis ami excessca svlikh 
arc likely lo arise iindvr ii system of free trade in religion are still worthy 
of consideration. 

**The Hrsi of (liese remedies is the study of aeieticeand pliiJosophy, 
which the Slate misrhl render almost universal among all peo|jJu of mid* 
(Ming, or moi'e than middlltig rank a ltd forlune, not by giving salaries to 
teachers in order t<» make them negligent and idle, but by insUtuiing some 
sort of prob.adon. even in the higher and more dimcult scJencos, lo be 
undergone before he was pcrniilied to exercise any liberal profesaion, or 
before he could be received as a candidate for any hononiable otticc of 
trust or proht. If the Slate imposed upon the order of men the necesHiiy 
oi learning, It would have no occasion to give itself any trouble abuut 
pjoviJIng them with proper teachem. 11iey would soon liinl bctier 
teachers for themselves than any whom the State could provide for thorn. 
Science lathe great antidote to the poison of enthusiasmand supers! M ion ; 
and where nil the superior ranks of people weie secured from it. the 
inferior ranks could not be much exposed to it.'* 

The second of these remedies, which stiM needs ajlvertlsing thmughout 
Dritain, especially in the northern |tarts. is the freijucncy and gaiety of 
public diversionfl. '*Thv State, by cncouiagiug, that is, by giving cntii’e 
liberty to all those who, for their own interest, would attcnipi, without 
scandal or indecency, to amnae and divert the people by painting, poetry, 
music, dancing, by all sorts of (Iramatie representations and exhibitions, 
would easily dissipate in the greater part of thorn that melancholy and 
gloomy humour which is almost always the source of popular superstition 
and enthusiasm. Public diversions have alway.s been the objects of dread 
and hatred to all the fanatical promoters of those poinilar frcnsics. The 
gaiety and goo<l humour which these diversions inspire wore altogether 
inconsistent with that temper of mmd which was fittest for their purpose, 
or which they could best work upon. Dramatic representations, Iwsides 
frequently exposing their artifices to public ridicule, ami sometimes everi 
to public execration, were upon that account, more than all other inver- 
sions, the objects of their peculiar abhorrence." — WeaUh of A'of/o«s. 
Book V., Ch. I.. Pt. in., p. 333 (Nicholson's edition). 
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The j'encriil oonchisinii is tlint as regards demand — 
whotlior <»f material (m* imtnalerial luilities — fi‘eedom of 
clioico si K) II Id Ixi allowed to llie eonsumers. There are ex- 
cejUioiiH (to IxJ noted in (lie next chapter), but the pre- 
sumption is in favour c»f the rule both on liistorical and 
(lietirolical grouinls. The rule is eapuhle of very extensive 
applieulion, iu»t only lo material, but to immaterial, forms 
of wealth an manifested in leligion, art, literature, and 
scienee. 

§ 3. lifUffitu J*rfn}ur(iinf. The object of 

pvodiictitm is to satisfy the demands of consumers. In 
modoi’n societies a relatively small amount is intended by 
the producers for their own personal consumption. At 
the same (ime, liowcvcr, all [>rodnecis are coiisuiners, ami 
if we lake as our consuming unit tin* family, and I'egard 
the noM-wovking women and children, the aged ami the 
intiim, as de|>GnclaiUs on the working membeis. nearly all 
i onsuming units arc also prodiicet’s. Accordingly wc have 
to regard prodiietion in a taofold aspect: (1) a.s atleoting 
(he means of enjoyment or the suti.sfaction of wants of 
others; ( 12 ) as affecting the enjoyment or (he satisfaction 
of the workei‘8 directly Ihmugh the conditions of produc- 
tion. This twofold as|>cct has already Itceii noticed in 
the analysis of prciduetkm and distribution in the first two 
books, ami in that of progress in the fourth. Wc have now 
to consider generally the benent.s of freedom of pixiduction 
as against the management of the State. 

The interests of eonsumers of material wealth may he 
promoted by protlucers in several dilTerent ways, viz., as 
reganis abundance, convenience of acquisition, cheapness, 
quality, and vaiiety ; and in cacli and all of these ways it 
is held that, on the whole, the maximum satisfaction of 
consumers is obtained by the free competition of producers. 
In some cases competition may fail in one direction, but 
the failuio may l>e more than compensated by success m 
another. Competition in modern societies works in dif- 
ferent ways and assumes different forms. Abundance, 
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convujucmje of acqxiisUioM* jukI L'ljenpJH'ss are closely cor- 
related, uiul may be taken to^‘tUer. Just as production 
is not coiuplele till the commodity isS in tlic hands of the 
consumer, so the most abundant supply is of no avail unless 
the means of acquisition ai'e relatively easy and the price 
relatively cheap. We may have over-production xs'itli 
bankrupt inices, and at the same time the consiuning 
power of the nation may be lessened through disoiganisa- 
tion of the means of distribution and acqui.sition. 

On the other hand, in the excessive competition of the 
retail trades, cheapness is sometimes sacrificed to conven- 
ience. In the normal case, however, tlic competition 
which causes abundance causes also cheapness and con- 
venience. The competition of pi'oducei'S in most cases not 
only ans Wei'S the variety of wants, but actually promotes 
variety — the trader who cannot offer novelties is left 
hopelessly behind. In some cases the stress of competition 
is in the quality of wares or services — the prices being 
fixed by custom or avningement. Thus competing milways 
and newspapers may make the same charge of a penny a 
mile or a jienny a number, whilst the effective competition 
is to suit the tastes of the respective passengers and readers, 
wliose gain as cojisumei's is probably much greater thair 
would I'esult from cutting down prices. 

That the free competition of producer's oji tlie whole 
benefits con a u mol's is so patent and so gcneially admitted 
that further explanation and even illustration seem hardly 
necessaiy. The objections i*aised by the socialists and 
collectivists to the present system of pi'oduction are not 
based on the inefficiency of processes but on tlie injustice 
of the distribution of products. Modern large production 
is throughout ruled by the spirit of economy in expenses 
and the survival of the fittest in methods, and the benefit 
of every economy and eveiy improvement in the coui'se of 
time, through the levelling power of competition, is tians- 
fen-ed to the consumer. Alike in mechanical appliances, 
raw materials, commercial methods, and human skill, theic 
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is a coiisUht sliiving to ohluin IwUcr reRiiUs: and in gen* 
oral tlic liottonnont moans tlio bclteniient ot consumptiQiz. 
Piirtioular kinds ol* capilal uml skill may l>econie old-fasli- 
ionoil and Muar oariiiiigs may full, ))nt iliis i.s sintpl}' cvi' 
drin*o that moio cffoc livc mollicHls of production liavc been 
iiivoidf'd and adi»(»tod. Vositnl interests of all kinds tliat 
uro opmi totlio iiillnoiu'os <if <*onipelltioii aro iKuind to give 
svay to tlu* interosU of *'r>iisumoi*s. And ibe curious 
thing is iliai in gonoral I ho ootiKiiiners are quite uncoil' 
scions nf siMv ogoistn, just as tbe |nodueers aro equally uti- 

m 1 any altruism: ' the consumer lias no more 

% 

alVootation of guiding tin* vvlicelsof industry for the public 
good tli in lln^ niorrlianl Inis of trading for it* 

Nfivv that, for a liiief spaco. hiologry has taken tlie place 
of nalni.il iliooloov, vv(< ]ir> loiiifor refer to the invisible 
liaiid. but vv(* moan llio same thing \vhcn we say that the 
l onsunior is rd all aniiuaU tfie most fortunate in the ever- 
la-^ting '•I niggle f»f iialnro. for in his case the environment 
is aihqitod to iho aniinab ami not the animal to the 
tuiviroiimont. The history of industry during the last hiin- 
dr«'d years slnovs in ov<*ry bramdi arid method of prodinr* 
litni a groat dovolopmeiit of ooin|s*tition — trade competes 
with trade and iiaticm witfi nati(m for the markets of the 
wt^ild. I'erhaps the most striking Mhistralion of the prog* 
less <if rr)mpoiiiiou is fonml where it might be least 
oxpe< le<U namely, in the devoUqinnuit of trade unionism 
aerrnding to its latest anti nuwt sympathetic historians.^ 
When the linlMslHal rovoliitioii l>r<»kc down the laws anti 
< u<ttims that had prrviously protected tlie worker's, they 
romhiiicti tt) petition for govern mental rognlation ; they 
(•rayotl die gt)vernment tt» on force the regulations on 
aj>[>ronlireshi|» and other rcstmiiits on free com|«?titJon. 
When tliev failed in their appeals to law, they themselves 
tried to mitigate competition by imposing liarriers to the 
entrance to a trade amt to the adoption of new processes^ 

* fufiiiiUrifft D^JHOt'rorif, V*»|. If.. ril,, p. 071. 

' Sitiii«y ainl I^atricc tVebb. 



UKNi:i rrs oj* 


' 20 ^ 

But speaking goiierally tbosc nuMluMls of rcstricCiou luavo 
been alKiiiiUuKHl. At (uvsciit tlie unions in most discs * 
impose no restrictions oji enlJ*amH* — except tlic capacity 
to earn the stJMulanl rate, ami tboy make no objection to 
new processes, proviileil— a rallior large ami clastic pro- 
vision, it is true — tliat the coiuniiou of the worker is not 
ileteriorateil tlieicby. " It is interesting to ol)scrvc." says 
I^Ir. Webb,- "lliat with the acceptance of this new policy 
by the employe I's anil its complete appi'chcnsion by the 
workmen, it is not the individual capitalist, but the trade 
union whicb most strenuously insists on tlic very latest 
improvements in machinery.** In the same way the unions 
object to t be small masters aiul their old-fashioned metlmds. 
On the whole, also, they are content to leave the manage- 
ment to the entrepi'cneurs, and to accept the results of 
competition as regards processes and commercial methods. 
In brief, to adopt Mr. Webbs phraseology, tlicy have 
abandoned the doctrine of vested interests in their ti-ades 
for the doctrine of demand and supply. '' Even trade 
unionists feel the doctrine of vested interests to be out 
of date.’*® Tlie modification of demand and supply by 
the insistence, as in jnanj' other markets, on a reserve 
price (or the adoption of a common rule)* is held on tljc 
whole to increase competition. “It in no way abolishes 
competition or lessons its intensity. Wliat it does is per- 
petually to stimulate the selection of the most efficient 
workmen, the best equipped emploj'ei's, and the most 
advantageous forms of industr}'. It in no way deteriorates 
any of the f;vctoi*s of production ; on the contrary, its in- 
fluence acts as a constant incentive to the further improve- 
ment of the manual laboui'ers, the machinery, and the 
organising ability and industry.” That cheap labour 
is dear labour lias long been a commonplace, and if the 
maintenance of a reserve price on labour is accompanied 

* There are excepliona, e g.^ flint glass and liamJ-inade j>apcr. 

’ Webb’a ludustriai Democraegt Vol. I., p. 4 IS. 

* JOitl., p. &71. < Ibid., II.. pp- 73:J. 
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by u clcvt*b»|jini'iil ol’ ctmipelilioii jis ro^^ivicls \hc nllier 
factors of i»rtHhii lioii, lUe corisiiiin'r gains — ninl gains 
tbrongli lint i'oin|K*titioii of inochiccrs. 

'['lie extension of tiroiloiu <»f tra<le in tlie iiituichange of 
eoinmixlitios lias Ihhoi as ronmrkal^b' as in ihcnr nutnufac* 
t live, cs|n*oially in tlio rase of Itritain. 'I'alciiig the ino<lern 
connnrrrial wm lil as a vvliolc, and oonsiclei iiig llie condi* 
tions alTrrling llir inirrnal tia<li! of tbe giasU nations, llie 
jirogress in tbo clirrrlinn <*f frre Ij-julr timing (lie jaTscnt 
rrnlnry lias lK*t»n asbmislniig. We are ajit to lay (ooinucli 
stress on partienlav tarilTs atnl inleniational (iscnl arrange- 
menta, anil thus to overlook Ibe gival fael tif ainnoxiiiiately 
|»erfent free tratle within iiniinnise areas, e.y., tlic I niteil 
Slates and tin* (ierinan Ibnjniv. Kven as regards Britain 
the forelirn tiaile is relalivelv small to the whole trade of 
tin; I'onntjv, and c»f this foreign trade only a relatively 
small ]>arl is snl>]e(*t to foreign n-strir tions. 

'riiat on the whole the resnll of this extension «»f fieo- 
doin of eoin|>ctition in |»roilnetioii ainl trade has confonvd 
benelils on the eonsinner in the nunles indieatetlat the out- 
set - alminlanrc, eonveiiieiieo of aeijinsition, ehea|‘ness, 
variety, ami tjnalitv - is so jwvlpalOe llml it is not seriously 
ilisputetl by the keenest lovei-s of jmradox or original 
research. 

A more jnst and more eommon c»bjeetion. however, to the 
present system of com jwti lion is that the interests of pro- 
dnecj*s are saeriliccd to the inteivsts of consnmers. lliis 
objection naturally leads to a coiisidei'alion of the second 
aspect of pro4luction: namely, as affei’ting the conditions 
of labour, or more generally the disutility of lalMUU'. 

In the present chapter, however, I am dealing with the 
benefits of freedom of competition, the failures or defects 
being taken later and separately, for the sake of clearness. 
Conn>etitiou tends to Iwnefit the producers fjiot ihc coinli- 
tions of production in several wa^’s. In llic first 2 >lace, the 
more effective the comi>eUtion, the moi'C readily do all 

I Scu ncxl cli.-ijacr. 
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wovkois lilul the work lx•^t julajilod (o (heir capacit)' 

one of the greatest a^l vantages of division of labour. Tlie 
three groat classes of men, women, ami children are en>- 
ployed ill the order of their si ixMiglh and abilities; men ex- 
olusivoly are employed, for example, in mines, foinulries, 
bnilding, railways, and the niiliUuy and police services, 
whilst in the industries in which men and women arc em- 
ployed, v.f/.y the textile, we liavc also (he pfopria (ptet 
the men taking I lie heavier, and the women the 
ligliter tasks. Similai ly as regards the two most numerous 
employments of tliis country, viz., agriculture and domes- 


tic service, in the former men, in the latter women, do most 
of the work. Within particular employments competition 
leads to further selection, and differentiation and promo- 
tion are by merit and not by seniority. The ideal of perfect 
competition is ^K*rfcct adjustment of ability, natural and 
acquired. Secondly, the better the conditions of employ- 
ment, so much the better are the workers fi*om whom the 
employer may choose. This is pcrliaps best illustitited in 
the case of domestic servants. The competition of em- 
ployers acts more by offering better coiuUtions than liigher 
money wages, and the short term of engagement now usual 
(the month instead of the year) secures the continuance of 
I he be n c fi ts o ff e red . Sim ilar ly , tho ugh \ i ot pc r 1 laps to s u c 1 1 a 
marked extent, the best mastei*s — tjuu conditions — obtain 
the best workmen. Thirdly, cori*es ponding to the economy 
of high wages, thei'e is the economy of good conditions. 
Improvements in the conditions of work promote tlie efli- 
ciency of labour. Tlie “law of substitution" may act 
through sanitation and shorter hours of labour. 

There can be no doubt that freedom of competition in 
the large sense of the term docs tend to improve the con- 
ditions of cmiDloyment in the modes intlicated. It is, how- 
ever, in this direction also that freedom of competition is 
most liable to failures, both as regards defects of adjust- 
ment and positive abuses. “ For fifty yeaw after the intro- 
duction of the improved processes of production whicli 
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mark the coiniiicJiceim'Ht of ihe era, the working-classes, in- 
stcjnl of liciiclU. iuiil*aihtuilly rereivcil injmy. Tlic civil- 
ised natimis, I'ligUiJul in particular, had developed forces 
they eouhl not control: llie esluhlishinl laws and usages 
fell inli» desuetude, aii<l lluuc* fidlowod a gcneial disorgani- 
sation of industrial s<)ciety. . . . TIjc process of adapta- 
iii>n to tlu! new cn\ ironincnil has Uant rendered less speedy 
than it niight liavo U'eri hy the ahsnrd extremes to which 
the d<« lrino of hiharr-ftiirv has lK*eu carried.’** 

§ /{•■*!* fit>* of /-Wi tinut of’ Jfhh’ffmft'Oi : ( ix') Coi/tjyi'tition 

of' 'J'lie abuses tinder actual (conditions of 

iin(ievreet eonijM^tilion on the one Kid(', aud of excessive 
or rather xjuntialised <Mmt|H'titiou on tlio otlicr, have becji of 
lato so ahnndaiiUy illusiralcd that the distribution by the 
eoin|H>titioti of individuals i»f (he uaCioiia) wcaltlj and tlie 
annual dividend may Ik^ likeinal to the princi)>le of an Act 
(d Parliatneiit that lias disapjiearcd under a v]nnd of 
aTuendniinits. **.\ny discussion," it is asserted in In»lun- 
friftf /^•■iHotrari/,'* •*iif the relation of consumer and pro- 
ducer, or la^lwecu eapitalist, brain worker, and manual 
lahourer. which is haM>d on the assumpti<ni of a luutuiil 
exchange of services among freely com|»cting individual 
hargaiiiei's. is fiom a practical p<»int of view onlircly obso- 
lete. We have in fact to work out a new scientific analy- 
sis, not of any ideal state of natural li Uuty, but of the 
actual facets of a world of more or less complete econcnnic 
inoiio|H>)ies — legal monopolies, natural monopolies, mo* 
nopoli('s arising out of the prejndiees of the consumei‘s, ami 
last but not least, monopolies delilx^rately constructed by 
tlio tacit or formal combination or amalgamation of all the 
oomiwting interests.** That “monopolies" of the kinds 
indicated aio still imporUint elements in tlic industrial 
system may lie readily gi'auted; but it would be a grave 
historical error to suppose that at jireseiit, even in the 
United States, the proportion of '• monoj>oly *’ to “com[ieti' 

' f 'f, <ff Mnchinery oh r»cw edition, p. I'W. See 

cUapUT. « Vol- II-. p. 088 . 
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tion is greiUor lhaii ut any former jjeriocl, or llini monop- 
oly is a moaeni ivuelion against lliu excesses of imxioiti 
competition. Tlie deslnictive part of Adam Smiths work 
was directed mainly against the interfere nces witli natural 
liberty in all directions by llie survivals c»f the niedheval 
economic system. Modi;vval economy was pervaded to a 
far greater extent with the spirit of inonu(H>)y than is the 
most advanced modern economy. Mat perhaps tlie best 
example of the ascendancy of the ••monopolistic" spirit 
and of industrial paternalism is found in tl\e records of 
the Byzantine Empire. 

Constantinople, after the completion of the settlements 
of the barbarians, thanks to its unrivalled situation and its 
concentration of the inherited powers of civilisation, had 
retained the commercial supremacy of the world. * lint 
the ruin which the assaults of the barbarians had failed to 
Accomplish was achieved by the weakening effects of 
cumulative economic causes. Iji every department of 
economic activity officialism and bureaucracy checked ejt- 
terprise; enormous sums were spent in ‘•public works” 
and “doles” to the poor; the navy and army exhausted 
the treasury and the population; and all the abuses of 
overgovernment and overexpenditure and overtaxation 
were heaped up. These general causes of economic ruin 
have indeed become commonplaces of history and of polit- 
ical philosophy ; but for the present pur|)ose tliu particular 
development of ••monopolies” deserves special attentioji. 
A graphic account of the series of monopolies into wliich 
industry had been converted survives in the edict of the 
Emperor Leo VI., the Philosopher accoixling 

to Gibbon), dating from Uic first years of the teiith cen- 
tury. * “No whew has the organisation of corporations 

* “The physical strength ct ConstanliDoplc U demonstrated by the 
magniScent manner in which it lield its own in the protection of ail (hat 
was left of ancient civilisstion for more thso a tliou^nd years." — 
Ciinnlnghsm, Westfirn Civilitatlon, p. 107. 

* Le Here du PrS/H ou I'idit <le Vempereur Lton te Soffe awr It-M Cor- 
poratioM d4 ConaiantinopUt translated into Frcocli from the Greek by 
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heoii <lcvclopetl ns at < oust anti no j>lo : piofessional colleges* 
\iiuc»us of artisans, of trades, of artists were so many wheels 
ill liic adniinisloition. l\ihUc* authority Wiis the absolute 
mistress: it lixed Uic‘ |aHx:liascs of raw material; it 
dir(a:led the methods of inaiinfaotiire. it excluded induS' 
trial [inxhu ls of whii h it disapproved ; it fixed the prolit 
of llie master and iho wages of the workers: to fullil 
tliesi* ninlliple missions it had its agents, its spies, its 
inftirmers; it went so fariis to im|>osc the duty of inform- 
ing (HI all the mcmhei*s fd the trading bodies. Enormous 
lines, hanixlimcnl. (lagellation, rvmoval of the beard aiul 
the hair, these weio ordinary punishments. Hut above all 
was the ' fffho' ' llio erasure of the name from t)ic 

corporation, in other words, the forfeiture of the rigid to 
practise the art <»r tratle.'* ‘ 

And he it ol>servc*d that the government in questiOJi 
was a governimmt ini[>criid in fortii. it is true, )mt based 
upon (‘bvistiariily and [toman law. 'I'lie power of the 
spirit of monopoly at the present time is <mly ^ shadow 
rom)>aivd with the |nist; an<l that it is so is due to the 
growth of the power of the op(josing system of natural 
lilsirty. 

It is tlien still worth while examining the natural vosults 
<»f ilistributiou aceovding to tins system; and to bring out 
the leading ideas we ma\ lake llie .sy.stcm in the extreme 
form of an ideal not yet altniiied — the otlier extreme to 
llxe wornont '• ol»olete.'' 

I>et it 1)0 .sup|Kised, th^t of all, — though this is only one 
part of the s^-stenn — that there is |»crfeet freedom of com- 
petition between individuals. This implies mobility of 
labour and ca|»ilal. and fully organised markets both for 
services and pi-oducU. No one, I suppose, is inclined to 
regard surli mobility and organisation as anything bttt 
preventives of economic \va.ste to the public at large. 

.rulo< NIooUv ajnicva icxi. IW>::. ISOI.) TUI» work ^ 

wonliy sf ilK* ;«Uv»Uon of FnsIMi rr. l*nnao, op. nL. VoL 11.. 

806-804. Sci‘ .i]ao «IM)f>n*s fM'-fiHt FoU, CU< XU ami 

‘ llecherrheM x«r t'hisfnir^ tTtroHomi^'S P' ^ 
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I.et M... lenns ••bbon.---u„d-.cnice- taken in tl.e 

sense, and let tlie eondilinns of perfectly oivrnnisecl 
nuukots be applicable to all sorts and conditions of services 

I Mich conditions «d.at would be tl.e gener.al results’ 
ol the Iree play of supply and demaiKl ’ 

Ihe AVst result is, that for equal ediciencv tbe.e udll be 
cqu.>l leuard. and no scheme of socialism founded upon 

.U t) . 11, e units of •• labour time," or of •• labour stress 

and strain, or of ‘-vital force ’’ will fetch the same price 
pel unit, and the individual whose i>ersonaHty comprises 
most unite will obtain the highest aggregate reward. 

Aecondi^. at the equilibrium priee the supply will be 
just equal to the demand. If any are left over their com- 
petition will lower prices until the quantity demanded at 
l ie price equals tl.e supply. As the price falls, some of 
the sellers will withdraw, but the withdrawal is voluntary, 
lecause it is not worth while to accept the market price. 

Hut the point is that every one willing to sell at tlie price 
lias the opportunity. 

There is with perfect competition no chance for some to 
get overwork with overpay, and otliers no work with no 
pay; and so far perfect competition means “fraternity.’’ 

In the t/iird place this equality of wages (i>er unit as 
before) is not brought about by authority — by prefects, 
town councillors, or policemen ; tlie moving force of the 
whole system is liberty. No man is forced to sell or to 
buy his labour, his capital, his ideas, or his time. And 
thus the ideal of perfect competition is liberty, equality, and 
fraternity, that is to say, in the practical legitimate sense 
of liberty of exchange, equal prices, and mutual services. 

And further it may be observed that not only does such 
a system of distribution conform to the common interpreta- 
tion of natural justice, but the effect of such a scheme on 
production is that the maximum of utility is produced at 
the minimum cost of disutility. It is not necessary again 
to introduce the technical niceties of the utilitarian calcu* 


▼Ol.. III. >— 
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lus. The language of Adam Smith is still suHiciently im 
telligible and forcible. **Thc proper j)erfonnance of every 
service seems to i*equire tluit its pay or recompense should 
be as exactly as [>ossiblc proportioned to the nature of the 
service. If any service is very much un<lei*paid. it is very 
apt to sulTer by the meanness and incapacity of tlie greater 
part of tho.se who are employed in it. If it is vciy much 
overpaid it is apt to suffer j)erhaj)s still more by their 
negligence and idleness.** Adam Smith wiis rcferiing in 
his context to the wages of clergymen, but the genenil state- 
ment admits of a general application. Tlic proper per- 
formance of every service is secured by giving the true 
competition rate, or what is only in question at present : 
the max i mum national production is thereby secured. 

It cannot iheJt be said that competition of individuals 
fails as an ideal, though it may be that, as in the case of 
otimr ideals, it breaks down in practice. Actual competi- 
tion, indeed, falls short in all the conditions «assumcd»in 
mobility, in the organisation of markets, and in the adjust- 
ment of supply to demand. Some of these failures, how- 
ever, of competition of imii victuals are met by voluntary 
associations, which are also part of the system of natural 
liberty.^ 

§ 5. (h) RenefiU of Freedom of Association. Up to this 
point in the survey of the benefits of individual freedom 
it luas been assumed that the individuals in question attain 
their ends by independent action. If they act in combina- 
tion, as in the complex processes of division of lalK>ur, these 
combinations are managed by an entrepreneur, who is sup- 
posed to make sepai*ate bargains with each contributor; 
and, in short, the whole industry of the country is carried 
on by an endless number of contracts of truly competing 
individuals. The case of domestic servants (almost the 
largest class of labour in the United Kingdom) is an 
example of such a method of independent bargaining on a 

I For flirt litr Uevelopmcnt of the arpiment of tla$ section, soe K^ssy 
on Combi nation and CompetiUoQ in Strikes «7nd Social P>'oblems. 
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lavgo scale; aiul in agricultuie, tlie most important pro- 
^luctivc indxisti-y, the large farmer may be taken as a type 
of an employer who still iKugains with his men se2)al-ateI3^^ 

But we have also seen that comttetitioii is com2>lex, and 
that free com(>e(ition of iiuUviduals may exist in some 
forms, whilst in other inspects they are fettered by law 
and custom. And apart altogether from ilje comijulsioji 
of law and custom — considcied as forces external to tlie 
individual — individuals may make a complete or partial 
sacrifice of tlieir independence by entering into voluntary 
associations. OccasioJially, as in certain monastic ordei's, 
there is an absolute surrendor of personal liberty ; in other 
cases the suixeuder is only partial, and is limited to certain 
definite purposes. 

In general, it is Uue that the idea of competition ex> 
eludes the idea of combination or association, even if the 
combination is in origin and intention purely voluntary. 

But industrial freedom is wider than competition, and 
may be held to cover voluntary associations as contrasted 
with legal compulsion. Associations of this kiud, though 
in respect of their regulations they limit the independence 
of their members, by increasing their power may add to 
their personal freedom on tlic whole. In these voluntary 
associations the individual limits his freedom of action by 
consenting to obey certain rules, or it may be Die will of a 
majority or of an arbiter, or even of a dictator. In vol- 
untary associations wc have I'eal examples of social con- 
tracts,” very different from the hypothetical quasi -social 
contractor political theory. These associations may be for 
all kinds of objects, — moial, i^eligious, icsthetic, as well as 
economic, — but most of them have an economic founda- 
tion in the sense that they incur expenses and must 

^ In 1601 there were employed in domestic offices or sen'ices'* 
2,S4],$CI6 person.^, and in ''a$rricuUuru*' 2,401,048 persons. How many 
would lall under the teroi ** labour'* is doubtful, but obviously the great 
majority, The number of Trade Unions in 1802 was I20H. and the total 
membership 1,00 1,083 . — Abstract o/ Labour Statistics /or the UnUed 
Kingdom, 1900, 



KCON'OMIC FUNCTIONS OF GOVERNMENT. 


o]2 


furnish capital or revenue; and so far they enter into 
economic iiupuiy. 

Tliere arc, moi'cover. throughout the modern industrial 
state (JUS ill forme V ages) nuin her less examples of volun- 
tary associations for purposes mainly economic. Under 
certain conditions these associations, which are voliintaiy 
to Iwgin with, Ijcconus hy the aid of the law or in spite of 
it, compulsory; that is to say, those who wish to attain 
the objects promoted hy these Jissociations are legally or 
practically obliged to submit to their rules. Such, for 
example, was the case in the development and degenera- 
tion of many forms of guilds.' 

For the present, however, attention may l>e confined to 
associations to which the entrance is essentially as well as 
nominally free. 

In an examination of principles it is necessary to bo 
influenced as little sus [lossiblc by the peculiar character- 
istics of certain forms of association tiuit happen at the 
time to hulk largely in the public view. At pi-esent there 
is a tendency to consider manual lal>our typical of all 
lal>ouv, and material pro<l action of all production ; and 
similarly there is a tendency to look on trade unions as 
typical of all associations of labour, and tni.sts as typi- 
cal of all associations of capital. It is desirable, then, to 
indicate the wide extension of the principle of voluntary 
association in cases in which the voluntary chai-act eristic is 
still predominant. 

There are, for example, the many forms of partnership, 
so important and varied that the law of partnership occu- 
pie.s a large part of the field of mercantile law. 

The first characteristic of partnerehip is tlic voluntary 
character of the agreement: In English law there must be 
consent of every individual member of the firm to author- 
ise the introduction of a new one, and so necessary is this 
consent, that the executoi-s of a deceased partner are not 
allowed to occupy his place unless there be a stipulation 

* Sec above, Books II. and Ilf. 



henkpitj^ ok individualism. 


213 


in the contract of |iartnoi*sliij>, in which case ffwifum et con- 
ventio viitvintt 

Next to (he voluntary cimmeter of the association we may 
notice, winu////, the risk involveil. As Professor Ashley 
observes in his admirable account of the development of 
the canonical doctrine in the I^liddlo Ages: *'The essen- 
tial element in pai'tnci'ship was that the investor shared 
in the risk of the venture or business, and the canonists 
were ready to invert the deli nit ion and say, • Where risk, 
there partnei'ship.’ Accordingly the popular definition of 
usury among business men came to be gain ‘without risk.*” 

This element of risk in ordinary partnership is so essen- 
tial that the principle of unlimited liability pi'e vails, and 
thus it often becomes a question of great legal difficulty 
and practical importance as to what does or does not con- 
stitute partnership, especially as regards third parties and 
the public. 

The third characteristic of partneiship U the power of 
any member to bind the firm in all mattei's within the 
scope of the partnership, either according to the agreement 
of the partners, or according to the usual interpretation of 
the business in the mercantile world. Each partner is, so 
to speak, the recognised agent of the firm, and the ordinary 
rule applies, that qtii facit per altum JacU per se. There 
is an unlimited mandate or power to each ^lerson to bind 
the association in the line of its business. 

Finally, the object of the association of pailnership is 
gain or profit ; it is not the attainment of various social 
and moral aims for the general welfare of tlie partners or 
of other pei'sons. 

Whether a share in the profit is sufficient to constitute 
partnership as to pei'sonal liability and power of binding 
the firm, is a question of law. 

Similarly the nature and extent of the contribution in 
“ property or labour,” goods, money, skill, or industry, may 
or may not be held to constitute partnership according to 
’ Smith's jHercaiitile La\9, Vol. I., p. 9. 
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law. For the present purpose, however, it is necessary to 
separate carefully the constituent economic elements from 
the purely legal principles and legal divisions. 

And thus regarded, the essential characteristics of part- 
nership are the voluntari/ natui’c of tlie agreement, the 
uiditfiifed lialnlif// of the inemhei's, the unlimited power of 
l>intlin(f the Jinn in the line of the husiness, and the object 
of </ain or profit. 

Thus regarded, it is plain that llie idea of industrial 
partnersliip as commonly oonecived is hosed rather on acci- 
<lcntal, than essential, qualities of ordinary partnership. 
It docs not confoj'in to such an association os regards the 
nature of tlie agreement the liahility of tho members or 
the power of mam I ate, and in gcnoi*al even the share in the 
profit is associated with various social aims. 

With the development of industry, however, partnership 
has given rise to joint-stock companies, in which lK»th the 
liability of mcml>ors and their share in the management 
are limited and curtailed. The tendency (since 1855 in 
the United Kingdom) has l>ccn for shareholders to bo lia- 
ble for tlic extent of their sliares only, and to delegate the 
power of management entirely to the directors. 

With these privileges it is only natural that the rights 
of the public shoxild he specially protected, and such pro- 
tection has been |Kirtially obtained in the long series of 
Companies Arts. 

The benefits of such companies (and their enormous 
range) have already been considered. It is sufficient here 
to point out that the voluntary character is carried to an 
extreme. In general, the shares can disposed of in the 
open market and sold to the highest bidder, the company 
exercising no power of refusing admission. The same 
person may hold shares in numbers of very different 
undertakings in which he only risks his original purchase 
money (assuming that the shares have been fully paid 
up), and takes practically no share whatever in the man- 
agement. 
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.loiJit-stook eompauios are i.*sst*iiliiilly volimtai y associa- 
tions, anti they compote with one anotUur ami willi private 
hrins in the eoniUK't of various kimls of business. They 
liavo, however, always shown a toiuleiicy to not in tlie 
spirit «'l’ monopoly, ami as far as possible to have tlieir 
monopoly remlereil eftVctive by law. Tims railways com- 
pete. it is true, with other railways ami with other means 
uf oominunieation by land or sea. but under many condi- 
tions tlicy acquire a practical monopoly in the districts 
which they serve, or the great tnule routes they occupy. 
Monopolies that arise in this way from the natural deveh 
opincnt of certain kinds of comjwnies, may have certain 
advantages both from the point of view of the consumer 
and of the geneitil public. In general, however, as mo- 
nopoly increases, the benefits of freedom are curtailed, and 
accordingly a case for governmental control is generally 
recognised in order to restore those benefits. 

Recently the tendency to monopoly has been further 
developed (esp)ecially in America) by the creation of 
trusts. These trusts in their beginnings assume the vol- 
untary character; the shareholdei’s of the constituent cora- 
l)anies surrender their rights, and rules arc adopted for 
the regulation of the whole industiy.* But the essential 
idea is to destroy all outside competition, and to compel 
all engaged in the undertaking to submit to the trust. 
The immediate effect of this attempt to destroy competi- 
tion may be to cheapen the commodities or services even 
below cost, but the ultimate object is to make the gain of 
the trust the only consideration. A trust may acciden- 
tally, by preventing the waste of competition and by other 
economies of larger production, benefit the consumeis even 
ultimately, but such a result is not intended and is not 
probable. 

Similarly n trust may, to begin with, pay higher rates of 
wages and even ultimately through the greater efficiency 
of production keep up wages, but again such a result is 

* C/. Ashley, Econf>ntic Journal, June, 1890. 
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not intended and is not proljable. The object being profit, 
as a rale, once competition luas been destroyed, the leadei-s 
of tlie trust will resort to tlie simple methods of higli 
prices and low wages. 

As regards wages, Adam Smitli called attention to the 
tacit associations of mastei’s, and as reganls high prices 
the tacit associations of retail tradei's are notorious. The 
(rust, simply bucausc it is open and avowed in its mo* 
nopoly, is not likely cither to raise wages or to depress 
prices.* 

We arrive now at trade unions as voluntary associa- 
tions in the intcre.^ds of lalM>ur. After the examination 
previously given, 1 shall at tins point only call attention 
to one general I'csuU of the admirable survey (oji its posi- 
tive side) of the autlmrs of Imiustrial namely, 

that tlie unions must rely mainly in tlie future on the 
method of legal enactment. That the unions should care- 
fully consider all legislation affecting industry, and shouhl 
endeavour to promote the interests^ of their incml)crs (and 
of the working- cl asses generally) by the aid of law and 
govern me nt, may l>c considci*cd as |>art of their primary 
duty. And that law and government can improve the 
conditions of labour and tlie standard of life, and that in 
many ways unregulated lahser-Jaire leads to tlie deg nida- 
tion of lalmur, has been abundantly pi'oved. But tliat tlie 
method of legal enactment can be beneficially extended to 
the regulation of wages and more generally of the prices 
of services and comm<xlities, seems to me altogether im- 
probable both on historical and theoretical grounds. The 
‘'method of legal enactment” is a very elastic x)hrase, 
which proves, on examination, to be no more simple and 
obvious than the s3*slem of natural liberty.* 

The voluntary character is fully retained in cooperation, 
and on tliat account this form of association lias always 
been highly esteemed. Unfortunately, however, as re- 


‘ Ashley, Srftnomif Jifunmfy June, 1800, 
^ Sec Ch. IV. 
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p\icU pioduction distinct liHim aiiiul*;5imalions of retail 
inulo), it lias had nn nune than a ttio-rr/i All the 

couperutive product km of the Initcd lungdom is but a 
fragment of its whole iiulusiiv. and the rate of progress 
since Jlill wrote Ins proplietic eulogies has been leniark- 
ably slow. To expect that the jiroduetive industry of 
Great Britain will over be carrictl on nminly by coiiper- 
iitivc societies is about as reasonable as to expect tliat 
cash payments \vill altogether replace credit transactions. 

Similarly, “industrial partnci*ship,“ though successful 
to a limited extent, does not appear likely to disjdace 
the ordinary methods of industry. It is indeed a miS' 
named partnei'ship, lacking, ns already shown, most of 
the characteristics, e.//., liability to loss, share in manage- 
ment. “ Profit-sharing " — the better name — is, in effect, 
not a method of partncrsliip, but a method of payment 
by results. 

The element of truth that is of importance in these 
latter schemes is not dej>endent on their peculiar cliavac- 
terisation. Altogetlicr apart from cooperation and profit- 
sharing, voluntary agreement and good faith, however 
manifested, are better for capital and labour than com- 
pulsion and trickery. It is good business to liave workers 
interested in their work, for ma.stci*s and men to lecognise 
the ‘‘cooperation *' of labour and capital, and to substitute 
the uberrima Jidts of “ |>artnci‘ship *' for mutual distrust. 
But the words must not be made to carry more than they 
can bear. 

Before leaving the benefits of freedom of association, 
special attention may be diix*ctcd to one of those benefits 
tliat is too often overlooked — namely, the fi'eedoiu to de- 
cay. Voluntary associations that cease to fulfil their func- 
tions soon wither away, and arc replaced by other men and 
other minds. But once an as-sociatinn has gained llic 
protection of the law and lias learned to rely on the 
law, it attains the artificial immortality of legal corpo- 
j*ations. What may have begun as a voluntary association 



218 


KCOXOMrC FUNCTIONS OF GOVBRN.MENT. 


and has passed into the extreme form of a department 
of government with a monopoly against all interlopers, 
long after it has become worec than useless, at the best 
dies hard. A government dopartinent may easily become 
insolvent, but never liaiiknipt until it shares in the final 
ruin of the State, and a legal enactment is seldom repealed 
until its accumulated abuses l>ocomc intolerable. 

§ 0, tSummnr//. It is iinivci'sally recognised that in 
consumption freedom is a beneficial rule, and must at 
any rate lie tlie general rule. It is true, to take promi- 
nent examples, that there are laws against adulteration 
and laws regulating tlie consumption of liquor, but the 
whole of these laws affect the aggregate mass of con- 
sumption to a relatively small extent. The consumers 
of this country were never so well provided with iieces- 
sarios and luxuries, hut laws against adulteration have 
had a small share in this result compared with the com- 
petition of traders; and the diminution of drunkenness 
during tho present century has been astonishing, espe- 
cially considering the growth of wealth, but tho regu- 
lation of the drink trade has had little effect compared 
with the revolution in public opinion. Still, even in 
consumption, there is room for governmental control in 
certain cases. 

As regards production, freedom of enterprise and free- 
dom in the selection of processes is still the rule, and 
qua production is recognised as l>cneficial. Every indus- 
try is constantly changing and the initiative is taken by 
individuals. 

No admirer of bureaucracy pretends that it is the duty 
of government to appoint ofiicial inventors and discov- 
erers for various industries, and the survival of the fittest 
in productive processes is achieved by competition. Even 
when commercial competition is restrained by a trust, in- 
dustrial competition survives within the ring. But when 
production is regarded, not from the point of view of the 
products, but from that of the personality of the producers. 
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the CiUiO is bv no nioniis sa simple. Il is iriK* lliat effective 
eom petition temis ii> inerease the e (lie ion oy nf labour, aiul 
one of the factor.^ in odicleney is iiupi-ovemont in tlie con- 
ditious of work. 'Vo take a pnietieal case, the best eni* 
l^loyers eoJuUtiorjs got the pick of labour, but per 
the woi'st oinplovei*s have relatively the more power 
over tlie weakest labourers. On the whole, competition acts 
very imperfectly in securing the best conditions of pro- 
duction as affecting t)»e liealth ami morals of the workers, 
and vogulation hy the Slate has been extensively adopted 
with success. Such regulations, however, have not so 
much checked competition ns provided rules accordijig to 
which it must be conducted — like the game of golf, or 
the game of speculation. Tliere is no lack of competition 
when the rules are reasonable; every one is eompelled 
to play the game, and the entrepreneur might take a 
woi'se model than the good sportsman. 

As regards the dLstributiou of the national wealth, the 
tendency of competition — if effective as regards the mo* 
bility of the productive agents and the organisation of 
markets — is to proportion reward to the net value of the 
service rendered to tlie society. And in many cases in* 
equalities of I’ewanl in this sense would be remedied by 
more effective competition. In fact, as already shown, 
the main factor in the progress of distribution has been 
the substitution of fi-eedom of contract for privilege and 
delegated or permitted authority. There are, however, 
n^any cases in which the conditions essential to freedom 
of contract do not prevail, and there are otheis in which 
freedom of contract passes into freedom of coercion. 

Such is especially the case with associations which are 
instituted on a voluntaiy or contractual basis. Such 
associations easily attain power's which, relatively to in- 
dividuals, give them an overpowering position ; and a com- 
bination of associations may have similar power compared 
to any one. There are further relations assumed by 
associations toward the public which could never arise 
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witli individuals. One muii is as notljing against the 
wliolc people; but one coin i>any» still more one gigajitic 
trust, may revive in a new form the old rig! it of private 
taxation. The pi-cdatory and pai*asitic tendencies of 
combinations are far sti*onger than those of individuals, 
just as a mob is more cruel than the average of its mom' 
bers. And altogether apart from abuses, the civil relations 
of associations to tliird (>artics arc extremely complex. 
Accordingly a large part of mercantile law is occupied with 
various economic combinations, — *•.//., partnerships, com- 
panies, unions, and associations, — and with further devel- 
opment, further extension of tlic law may bo necessary. 

In conclusion, it may be observed that it is still a 
fundamental principle of the law of England that all 
contracts in general restraint of trade ai-e void, although 
the interpretation of the term has varied in the courts, 
and in particular cases has been definitely declaimed by 
Ktatute. 

And in the United States of America any infringement 
by law of the principle of freedom of contract is contrary 
to the Constitution. 

On the whole, whether we like it or not, theie is no 
gainsaying the fact that throughout the whole field of 
economic activities in the modern State, alike as re- 
gards consumption, production, exchange, distribution, and 
association, the system of natiiial liberty prevails over the 
system of rogulation. 

II ut natural liberty also has the defects of its qualities, 
and may require restmint or supplement on the part of 
the State.' 


' See next cliApU'r. 
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TAILURBS AN[> UEfECTS OP INDIVIDUALISM. 

§ 1. (Jre)ierai Pos^ibilitu’S of Fiiiliu'e of livlividuolUv}. 
The system of natural liberty rests upon two fuiidamental 
and closely allied iassumptioiis^ and unless these assump- 
tions are i-ealised in practice* the benefits whiclj have been 
examined in the last chapter will not be forthcoming. It 
is assumed, namely, in the fii’st place, that the individuals 
concerned are in a sUte of freedom, and secondly, that they 
are guided only by self-interest. A state of freedom, how- 
ever, is an expression almost as doubtful in meaning as a 
state of nature. Man with the progress of society comes 
more and moic under social influences; he is more and 
more a political animal in the original significance of the 
term. Liberty itself is unmeaning without society; the 
man on the desert island is not free, he is a prisoner shut 
in by the ocean. Rational freedom is freedom under the 
law, freedom in communion; absolute freedom is as un- 
meaning as the absolute velocity of a i)article in space. 

This doctrine is as old as Aristotle, and ns fresh as the 
latest presentation of Hegel. 

“ It is possible for us to acquiesce as rational beings in a 
law and order which on the wliole makes for the possibility 
of asserting our true and universal selves at the very 
moment when this law and order is consti-ainiiig our par- 
ticular private wills in a way which we resent or even 
condemn. Such a law and order, maintained by force 
which we recognise as on the whole the instrument of our 
greatest self-affirmation, is a system of rights ; and our 
liberty — or to use a good old expression, our liberties 
may be identified with such a system considered as the 
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condition and guavaiitue of our becoiniiig the best that we 
have it in us to be, that is, of becoming ourselves." * 

Kreedoni under the law means more than jwvssive obedi- 
ence. Mere torpid submission to in lie ri ted laws and cus- 
toms may clieek all freedom of movement ajid tendejicy to 
variation, and although the people do not feel the 2)ressure 
of these social sanctions or restraints on tlieir individual 
Hbei ty* there is no suo|)c for the benefits of individualism. 
And it will not sulficc simply to sweep away the old regula- 
tions and trust to natural liberty at once to assert itself. 
Tlic liistory, for example, of the Hritish Umpire shows 
tliat the fair held for individual entcrpiiso can only be 
gradually prepared. The groat Kreiich Revolution appar- 
ently uprooted all the evil laws and customs of the old 
regime, but it did not csUiblish industrial libej t}*. 

Again, apart from law and custom, the reality of freedom 
may be restricted by inequalities of {losition. Tlicre may 
be nominal freedom of cotitmet with the |)Owcr of dictating 
terms on (me side. There may be nominal personal free- 
dom in various homo industries with less titan the real 
liberty of serfs and slaves. “ VVlien the rale of pay is so 
small that even sixteen hours' work docs not earn more 
than the bare days subsistence, all free time disappears, 
and to quote the House of Lords Committee, the lives of 
the workei*s become periods of almost ceaseless toil." * 
Accordingly, so faros the first assumption is concerned, 
namely, that the individuals arc in a state of freedom, it 
is easy to see that the system of natur.al liberty is by no 
means simple and obvious. The benefits of individualiKin 
may be lost or diminished, not because people have too 
much freedom, but betausc their freedom is curtailed by 

' Th« PhiloMphicat Thfftry of ikt StaU^ by Bernard Bosanquet, p. 127. 
Cf. Sliakcspv.ire, Act. I., 8c. I, 1. 78:^ 

above all : to ihine own self be true. 

And it must follow as the nig’ht tlic day. 

Thou canst not then b« false to any man.'* 

* Webb, Vol. II., p. 045, and cf. Mill on Communism, Ok, II., 
Ch. I.* § 3. 
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their own inertia or poverty. Tlie crofwr sees tlie great 
slnj>s sailing bv, but he clings to liis croft of his own free 
will. 

Agaiin as I'cgarcls the itevoml assumption, that people are 
guided by self-inteix»st and only consider the interests of 
othei-s so far as they affect their own, it must bo observed 
that self'inteix^st is, like freedom, a variable conception. 
It may be rudimentary and animal, and only impel to the 
satisfaction of animal desires ; on the other hand, it may 
be highly developed and spiritual, and an individual may 
spend the greater part of his wealth in pi'omoting various 
objects — social, religious or ivsthetic — in which, to ex- 
press common thought in common language, he is inter- 
ested.' 

Between these two extremes — the satisfaction of animal 
desires and that of spiritual itspi rations — the guidance of 
self-interest will steer a course, or zig-zag fiom side to side, 
according to the nature and education of the individual. 

Thus it follows also that the social benefits of individu- 
alism may be lost or diminished, not because people aie 
guided by self-interest, but because they are themselves 
brutish and ignorant — their self-interest is of a low type. 

These general reflections lead to the conclusion that 
individualism, considered as a working economic system, 
can only succeed under conditions favourable to its posi- 
tive elements ; the negative absence of restraint is not 
enough. Success or failure will depend largely on the 
kind of individuals by whom the system is adopted.* 

Even egoism pure and simple requires for the attain- 
ment of its ends more than negative freedom and keen 

* C/. Pope's Ei$ai/ on Mauy Epistle IV., 1. 3C3. 

Self-love but serves tbe virtuous mind to wake. 

As the email pebble stirs the peaceful lake ; 

The centre moved, a circle straight succeeds ; 

Another sUU, and still another spreads ; 

Friend, parent, neighbour, hrst it n^ill embrace, 

HU country next, and next all human race." 

* C/. Mill, Bk. V., Ch. XI., 18, p. 691. 
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sellislmess. To take tlic simplest case, a maji may be a 
pcrfcrvid <'«:oist and lover of pleasure, and respect neither 
Ootl nor iiuui in realising his pleasures and liis freedom. 
But lie may fail in his ejuleavours; in his zeal he may 
(ransgress the rules of common morality or offend reli- 
gious sensibilities; he means to be independent and happy, 
but he only suceeeds in being eccentric and uncom- 
fortaljle. 

If, however, individuals in a state of egoistic freedom 
may fail to attain their own interests (in tlie narrow sense), 
it is hardly likely that they will unconsciously promote 
the ijiiere.sts of the community in which they live. Pri- 
vate vices may sometimes be public l>ene(its; but beyond 
that admission tlie pamdox would not now find a defender. 
Tliat the extravagance of the rich is necessary for the em- 
ployment of the poor is an economic fallacy typical of 
many others long since destroyed. 

Moreover, even if wc allow for the abundance of practi- 
cal di flic ul ties of all kinds, and snp{K)sc that the self-inter- 
est of individnals is highly developed and adequately 
enlightened, them are riumei-ous exceptions to the propo- 
sition tliat tl)c common good is best secured by giving free 
play to the individual, f proceed to enforce and illustrate 
this position by refemnee to the diffei'ent departments of 
economic life in a nioilern industrial society. 

§ 2. F<uhfr^s m Co/t9nmption ^rnl I}efnand. In con- 
sidering the economic effects of individualism on the coni- 
u) unity as a whole, wc must certainly take for granted 
inequality of property ami income. In the modern State 
individual passessions range in value from zero and hope- 
less indebtedness up to millions and unlimited credit. 
And if we combine these inequalities of revenues with the 
various species of diminishing utility from expenditure, it 
is only too easy to prove that expenditure determined by 
the self-interest of each will not secure the interest of all. 
The practical difficulty, indeed, is to justify these in- 
equalities as unavoidable or as conducive to aggregate 
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proiluction. or on otl.cr grounds, (o U- .•ndiiicd or at,- 
[I landed. ‘ 

Taking inequality of neahli as a positive fact, it is clear 
tliat tlie relatively rich will demand all kinds of Inxaries 
and their demand being effectual these liixurie.s will be 
produced ; whilst the relatively poor may have insuflicient 
necessaries and the extremity of their want exercise no 
iiifluenee on production: there may be an effectual de- 
mand for cakes, but only an empty desire for bread, there 
being an obvious loss in total utility to the two classes 
ingelhei*. 

It is not necessary, however, to resort to extremes, which 
ai-e always suspected. If we take any two unequal in- 
comes, and make the usual assumptions regarding our 
own ilesh and blood, the possessor of tlie larger income 
will guide the huger part of production for his own benefit, 
and not for that of himself and his neighbour combined. 

There are no doubt compensations, hut, granted unequal 
incomes — and disregaixling for tlie present tlio more 

i^emote influences on production and accumulation free- 

do in of demand and consumption, may from the social 
point of view, lead to a loss of social utility in many 
ways, 

In the firnt place, if the things which ai-e the objects 
of demand are limited by natui-e, it is possible that tlic 
demands of the rich for extravagant luxury may stint the 
necessaries of the poor. Such has often been the case in 
the past as regards land (and other gifts of nature), and 
is so still in several respects in the most advanced com- 
munities. If a large rural population is evicted to make 
room for cattle, sheep, or deer, the immediate loss to the 
inhabitants of the districts <affectod in general altogetlier 
outweighs the immediate gain. It may happen that 
ultimately the loss to the nation will be more than com- 
pensated by the greater efficiency of the deported labour, 
but the immediate object of the depopulation is in general 
simply a rise in rent or promotion of sport, and it is quite 

VOI.. IM. 
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possible that the eompeiisatioji to the community may 
never be foithcoming. 

And passing fi-oin the limited gifts of nature, where 
the expansion of possessions in one class means of neces- 
sity the contraction of other classes, a similar failure of 
social utilitv may bo ol*servod in all things, that can only 
be increased with a rapidly- diminishing return. The 
productive powei-s of society us a whole are wasted as 
regaids the interests of the whole community. Nearly 
all expensive luxuries, c.#/., the <lclicacics of the table. 
<hcss, liouses and llieir decorations, fanUis tic ally trained 
servants, curiously bnxi <logs, exemplify this form of 
economic waste. In .some cases, it Is true, the extrava- 
gance of tiu* rich is concentratotl on works of art or 
encourages various forms of culture, but no one would 
<'ontoiid that iiiillioiiaires and lesser plutocrats justify their 
social cxislenee as such by their control of expenditure. 
S\ieh justiiicati<m as their existemte finds is from tlie side 
of protluclion. Fortunately the art of selfish expenditure 
--as exom|>liflcd in the concentrated waste of labour — 
has much dcgenciate<l since the lime of the Homan Kin- 
pi rc, and many forms of extravagant waste arc now cither 
unknown or Impossildc through legal or moral impedi- 
nicnts. And this leads to the still wider consideration 
that freedom of demand may i*esull in a demand for evil 
things, and in this case the |ioor — relatively to their means 
— often show woi'se choice than the rich. Ihe problem 
of overcrowding in cities is only partly due to the limited 
jjupply of houses; in many eases the people prefer over- 
crowding, and in still more they object to the trouble of 
living at a distance from their work. A more judicious 
expenditure would vastly Improve the condition of the 
working-classes above tlic lowest ranks, and a rise in wages 
without an improvement in expenditure often haa no effect 
in raisings their condition. 

Consumers in general are apt to he too much influenced 
by immediate cheapness. The demand for cheapness 
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nauiniHy knuls to udiiltoratioii aiul <lctiTi.>ia(ioii of nuiilitv 
just as the .loi.iaiia l.y tlio tvoullliy f„r esjaMisive -oods 
tliatwill slicnvolT their wealth leads also (u .lulerioiation 
ot art. 

The element of lime must also be consiclerea. It is to 
the interest of the individual luking inlerest to mean the 
aeqmsitioji of pleasure lo enjoy llie ilav and discount the 
future heavily. Even one gtmeiation, guided in thi.< way. 
may from the point of view of the nation as an enduring 
society lay too mueh stress on the pi'esent, to the serious 
danger of future prosperity. Thus* for example* the 
treatment of forests in new countries, and not infrequently 
in old* is ill managed in the interests of future generations. 
And speaking generally, one of the most vital distinctions 
is that between the satisfaction of prasent and future 
needs* the distinction between capital and non-capital, 
the balance of production over consumption. 

On the whole it is evident that freedom of consumption 
is liable to many chances of failure* whether we consider 
the direct immediate consumption of individuals or the in- 
direct consequences as regards tlic future. Such failures 
are still more likely to occur wlien the interests of others 
(present or futura) arc indirectly affected. And linally, 
the chances of failure ai-e furtlier increased when we bring 
in the variou.s forms of immaterial wealth — education, 
arts* letters, and religion. 

Llxuss primd facie, there is room for interference or guid- 
ance on the part of the State as regards what at first sight 
seems the best established position of the system of uatui al 
liberty, viz., freedom of demand. Freedom of demand may 
be either injurious or insufficient ; and the State m,ay be 
called on to control private expenditura or to increase 
public expenditure, on various social and moral grounds, 
as well as on more pul'd)* economic considerations. 
Whether, on the whole, State interference is desirable, de- 
pends on the methods and limitations of govern men til 
action. * 


< See nexi chapter. 
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^ )j. Ak re<fin‘>U In the last section pro clue* 

lion has only l>een conslileml iiidirectly as affected or 
guided hv ooiisninption or demand. It has been implicitly 
assuine<l that I lie [ivodueeis carry out the order.s of the 
eotisuiiKM-s; that they arts so to si>eak, simply agents for 
ilie consumers, and like other agents under a perfect system 
<»f law can never Umelit at the expense of their principals. 
I^actieally, Imwever, tlie inloro.sts of producers arc found 
ir> conllict with the interests of consumer.s in several ways: 
they !nay eonilied as reganis cheaptie.ss, abundance, and 
(pialily. It is to the i merest of the inoducers or dealer.s 
to sell as dear as jKissiblc after taking into account the 
possible eomiietitioii of othem anti the |>ossible effect on 
ilematid. 'I'o neutralise eonnietition they may resort to 
eombitiatiou and monopoly, and if they do so there will in 
general he a rise of price against the consumer. If they 
ran fix prices arliitrarily, inono|>oll.sts generally err on the 
sidv. of excess, even in their own interests, and still tnoro 
from the iioint of view of the consumer. Tlic association 
of cheapness ami plenty is so evident that it is hardly 
necessary to re|ieat that arliflelal <lcarness involves artifi- 
cial 1‘cstriction of supply. 

Again, there may Ik\ as in retail trades, a tacit combitia- 
Uoii to fix prices, the competition of the retailers being 
con lined to competition for cMstoineui. As regards legal, 
medical, ami ecclesiastical fees, and payments for various 
kinds of services, wc arc also as in other things a nation of 
shopkeepers. * 

It is to the interest of any one producer or dealer to 
ilisplace his rivals by advertisements and other costly 
expedients, ami. taking a broad survey of production and 
uonsumption, a general waste is thereby incurred. 

’ TM*; rxpreAsioii is in AJ.atn Sinilh. though goncrally Aftcribed 

to Napokoti lh>na|Wirte. To found a great cinpirf for Ihr solo purpose 

r.ii'jng up A people of cuaioiners may- at fiist aiahl, .ippear a project fu 
only for .1 i»ntion of shopkeepers, Ii i«. however, a project altogetlicr 
unlit for a n.alion of shopkeepers, btit extrem»*Iy Mt for a tiation wlioso 
COTernm**ni is influenced by shopkeepers.** — H'ettifh ••/ AVifion*. Bk. IV„ 
Ch. Vn.. p. 50:5 (Nicholson's edition). 
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As roganls llie <]\uUily at \v;uvs, (lie pmiits of inluliino 
(iojj uiul ol the siiUstidilioit ot inferior kijul^ are uCIuk- 
tive to (lie selt-intorost ot inoilucei-s. A liiilo water in 
lieavily tiixcil spii iU or tolwoeo is very |in^lilal>lc, as is also 
the luoniotioii ( l»> ailopt n simile of Air. (ihulsloiie) of 
C‘ai»e and Auslraliaii wines to the style and titles of 


I’Jx^nch vineyards. A slig^lit eliaiigo of language will 
adapt the siinie ideas lo the ease of immaterial wealth. 
Legal documents a ml counsels' sjweclics are copiously 
diluted with words. 


Production for tlie iiresent pur|>osc includes exchange 
as already implied in some of the examples, and most 
commodities bear large surtaxes im|)osed by useless ex- 
changes before they reach the hands of the consumers. 
Kven ideas cannot lx* distributed without considemble cost 
in respect of intermediaries. 

The waste involved in unregulated freedom of produc- 
tioji and tiansmission is esj>ec tally ol)servablc in the ad- 
vancement of learning of all kinds, although it must also 
be remembered tliat it is precisely in this (ield that I'egu- 
lation by authority has met with tlic ino.st .signal failure. 

On the whole, there can be no question that in certain 
cases freedom of production, like freedom of demand, may 
involve economic waste and social disorder. The failures 
of production, juorcover, us aU'ca<ly explained, are gieatest 
ICS regards the conditions of employment or the disahilities 
involved in labour. On thi.< matter the history of factory 
arid other working-class legislation affords evidence that 
is only too abundant. Tlje difficulty is n(»t to discover 
examples of failure, but practicable Jcmcdies. 

§ 4. Fail nr ts of DUtribution. It is, however, as re- 
gards distribution, that the failui'es or defects of unfet- 
tered individualism seem greatest ; and it is alsct in this 
department that there is the greatest difficulty in deciding 
on the tests by which failures and defects aie to be meas- 
ured. We cannot in this case, consistently with tlie view 
taken in this work, adopt a.s our standard maximum utility. 
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\u\i\ sirni)ly consider liow far imlividual freedom fails to 
realise this ideal ; nor cuji we take for our standard some 
particular meaning of justice as <letcrnuned hy ethics, or 
hy natural or revealed religion. 

Wliatcvcr view, however, is takeJi of the ultimate ideal 
of distrilmtion. the princiiKil (|uestioii to <lctermine is this: 
How far dnc.H perfect fi-cedoin of competition, or more 
generally (lie lndivi<lualistic system, as reganis labour and 
[)ropcrty, sc<‘ure for each the net value * of liis contribution 
to tlio national dividend? To what extent failure in Ibis 
respect amounts to a failiin* in justice or a loss of utility 
or of liljcrty involves a wider pbilo.soplucal inquiry. 

In previous porti<jns of this work I have noticed the 
failures of distribution due to practical diniculties in se* 
lUiring full play to fieedom, — the failures due to want 
of mobility of labour and eapilah and to the friction of use 
and wont and other social iidlucJiccs. I propose now to 
examine tlic individualistic system of distrlbulioii apart 
from tlicso so-callcd disturbing caus<*s. 

Taking as tlio standanl or test of success how far cacli 
person receives the net value of his contribntion to the 
national diviclcn<h there may be faihn-es or* tlic side of 
excess or of delirieney; and, indeed, the one involves tlio 
other, as in the eon verse case of taxation when relief to one 
class involves additional burdens on others. 

The economic test may Iw applied to the tliree great 
species of income in order. 

(1) And fiist, as regawls the economic rent of land and 
other gifts of nature, — /.»•., a£)art from the capital sunk in 
them, — this species of income is derived from appropria- 
tion and inheritance. The economic rent, piuv and simple, 
is unearned by tlic individual possessor: and if reward is 
to be proportioned to tlic value of the contribution of each, 
we may say of the owners of tlie gifts of natui-e with St. 
Jerome : OtnnU (iives itnqnitft aut iitu/fii," It is easy, 
of course, to mitigate the ‘‘ferocity" of this doctrine, and 
1 5iee note at the r-ud of tlic chapter. 
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(ho moilorn oooiioniist has a K‘ss clinieull (ask than tlio 
jiiodiioval oasiiisl. '1 lu* original sins ot sK'ijuisitidji have 
boon blotted out hv «*on tracts of side, and even Karl Marx 
admits the validity of this method of pnrilioation. Pri- 
vate owneiship of land and luitiind sources has many com- 
pensatinjv advantages; and, as already shown, if tlie State 
were to expi'opriate without eomjwnsation the direct gain 
Mould probably be less than the indirect loss, and even 
%vitli conipcns«atioii the immediate loss would be greater 
tlmn the f 0101*0 gain. Again, much of what at lu-st sight 
seems unearned by the unjust owner has been more than 
earned by his laborious and so far just predecessoi's. In 
other cases labour has been devoted to the environment, 


and the betterment of the property is due to indirect influ- 
ences of the owners. 

But after making all allowances, the central fact remains 
that we cannot apply to the ownei's of the gifts of nature, 
<jua nature, the economic principle that the producer ought 
to receive the value of hia pi'oduct, on the ground that 
otherwise tlie product >viU not be forthcoming. The land 
itself, i,€.y its natural and indestructible qualities and the 
other unexploited resoui*ces of a country, remain unaffected 
by the mode of distribution. 

It must be noted, also, that apart from I'ent considered 
as unearned, there are other privileges connected with 
landed and similar property which may lead to a failuie 
of individualism. A ppit>p nation implies exclusiveness, 
and in this case limitation cannot be overcome by substi- 
tution. And in respect of many of the abuses of private 
ownership the mo<lcin socialist may again quote the medi- 
»Tval saint : “ DtilcUitma reruut pos 9 e 98 io communis est** 

How far the unearned increment of land can be benefl- 
cially absorbed by taxation for the common good, and 
how far the abuses of private ownership can be lemeclicd by 
legal regulations or abolition, are questions that depend for 
their answer on the general principles of taxation and of 
legislation. 
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(2) l^rofits on capiuU alsi> fail in many cases to corre- 
spoiul to the assn me<l simple })roporti(>n of reward to effort.* 
The history of Um uoiitrovei'sies on interest and the cor- 
responding clianges in law and public opinion offer the full- 
est evidence on this [mint. The first application of the 
pure theory in the case of loans of money converts all in- 
terest into extortion. The argninenU no doubt are at first 
mainly derived from authority, philo.sopliy, or religion, but 
in tbc course of time economir considerations come more 
and more to the front. A distinction is drawn between 
tlio.se forms of interest which may be con.sidercd a.s the fair 
reward for certain economic services, and those forms 
which correspond to unfair ,ad vantage taken of the neces- 
sities of othcr.s, or to tlic accnimilations of passive idleness/'* 
The result of the series of contmversies was to bring more 
and more < a.ses under the <dass of just rcwanl ; tl»e mere ac- 
cuninhition of capital in the sacrifice of the present, in the 
trouble of taking thought for the morrow, and in the risk 
of fntui'c loss was seen to involve a species of economio 
eftort analogous \*t tlie effort of laliour. In the end pure 
interest came to l>c regarded ns the price necessary to call 
forth an ade<|un(e amount of capihtl, whether we consider 
the case of individual pi-oducei's, or the pix>ductive powers of 
the whole society. The analysis, however, already given® 
sUow.s that such a .simple harmony i.h not always forthcom- 
ing. It is easy to see that in man}* cases individuals obtain 
for their capital more tlian is necessary to make it forth- 
coming or available. A fall in the rate of interest may 
occur without any check on accumulation. The interest 
received fj*oni capital may indeed be considered as the 
price paid for its use (including the original provision ami 
maintenance), but all prices depend on demand as well ns 
supply. And it i.s quite clear that an increase in deman<l 
due to a variety of causes may rai.se the rate of interest 
(considered as a price), whilst for the time the conUrtions 

‘ C/. Webb. II.. P^ C70. 080, 088. OHO, on “ Monopolies.'* 

• Cf. Asblev on the Canoh T^tm nmi Jnlfirfifit. 

’ cy Bk il.. Ch. XIII ; Bk, III.. Ch. XXII. ; Bk. IV., CIi. VI- 
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supply aiv arUially uhuh* raviuinihK* in aiH'uniiilation. 
lluis wo ivaoli llio oonolusion tliai in iiiioivsi. a> in 
noiuio iviU. tlioi'o is an *' luicMi iuMr* oloiiioiil. coji- 

flusioii is strciigthouoil wlion wo lako iu-coinil furtlioi of 
tlio fact tluU IJk‘ iiitoivst iv>oiul»los <‘couoinir roiil in ilio 
tUfforenoes of yiohl to dilYcvciit kiiuls of capital, If some 
kijuls obtain u bare mininunii or a marginal rcluriK others 
obtain much more. This ‘•yn^/^Z-rciit *' may lie uu:^ table in 
any particular casts but a large amount is. rm the average, 
always present in any progressive society.* 

When we consider the element in jirofits ranked as 
wages of superintendence or i-cwaitl for inauagement, (he 


exceptions to the rule founded on the net value of the 
contribution of each to the national dividend become more 
numerous and glaring. And, generally, wc may say that 
the mere [wssession of material capital gives to the man- 
agei*s, on the whole, an advantage in the disirihntiun <jf 
the national dividend, over those who have only labour to 
offer. Thus, relatively, there is an unearned element in 
the profits of management. Similarly, in many under* 
takings, the reward for risk is far more tlian is necessary 


for insurance. 

(8) The consideration of tliU particular clement — 
profits — leads up to the lhir<l great species of income, 
namely, wages of labour. And Iiei-e the results of the 
analysis in the earlier portions r>f (his itn|uirv make ab- 
breviation not only jwssibic, bii( conduc ive to clearness. 
Capital, as we saw, is immaterial jts well as material, ami 
immaterial capital is lodged in human beings, and when 
they use this capital they call it work or labour. l^iiU as 
we also saw, the greater part of this immaterial capital is 
an inheritance fiom the jjast — and the gjoatcr the degi'ce 
of skill and the complexity of the education rccpii red. so 
much the more is the possessor indebted to the .^^pirits ot 
the departed. Any man of oixUnary intelligence can be 
trained to acquire ordinary professional .skill in any nf the 


* C/. Webb, ludustrufl Detnofrar^. 11.. j). 
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arts \\m\ sciences* but not one in a thousand has made for 
liiinself an addition to the kjiowledgc derivc<l from the 
|iast. And thus, taking all the branches nf skilled labour, 
from ll;e lowest to the highest, the larger part of their 
earnings is an aniinily from the dead. The temporary 
[>asscssnis of this great inlierilaticc have no more crcatcil 
it than tlic landlords have created the land; they cannot 
oven plead tliat their diix*ct ancestoi-s in blood have given 
them a title; they have simply taken that part of the 
IcnowK'^lire of the rsiee which lav iicai*ost to hand and 
seemed mast prolitable; ami they have used it for their 
own ends, without a thought of the givers-^ as thouglit- 
less as seeds that have fallen on good ground of the laboui's 
of Ukc hiisf>andman.' 

Hut, passing from this general snrvcy, which reveals a 
large unearned incixuncnt in the wages of every forjn of 
livlM>nr. wo easily see that wages under a system of coinpe* 
lition are subject to vartuii.s inequalities, and that reward 
fails to l>c pniportionod to effort or desert. Perfect dis- 
tvi))ution as <*ontrmplatod umlcr [perfect competition could 
only be realised in a stationary society. As soon as wc 
uitroduce change, or progress, time is required for re- 
adjustment, and until the readjustment is made, sninc gain 
and others lose without merit and w itlioiit fault. If wo are 
licirs of the dead in knowledge, we aro hell's .also in ignn- 
vance; and in the economic world also there are survivals 
and even reversions. 

§ '). Thn.s when we lake a dispassionate sur- 

vey <pf imUvirlnali.sm, conshlcix'd ns the Iwsis of modern 
industrial societies, wu (iml it is open to criticism both in 
principle and in <letail. 

The two supjKPrts of the system arc freedom and self- 
inteiest. But freedom is freedom under the law, and 
self-interest includes interest in others and in the State. 
Thus freedom is not mei*cly absence of restraint or the 
negation of government. On the contraiy it may be said 

‘ cy. W€bb, II., fit., p. 8.*u. 
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that the highest form of goveninu'iil is that wliich secures 
the highest form of tiborly. 

Anti self-interest may bo so interpreted us to moan that 
liigher self, which in every man is snpj»osed to sit in judg* 
ment on the doings of his iini>erfect and misguided self. 
And again reason in ay counsel the snppressioji, by the 
}»owev of law, of various forms of lower self-interest. 

And in each of the great economic ilcpartmenU we fin<l 
that abuses and failures may arise from xmregnlatcd indb 
vidualism. In consumption, in production, and in distri- 
bution, there are cases which seem prim^ facie to call for 
remedies on the part of the State. To some extent it is 
true, the defects and failures of uni-egulated iruli vidualism 
may be met by voluntary associations, the diversities and 
benefits of which have been already examined. But those 
associations, as already indicated, are again liable to lead 
to further abuses, and to call for further regulations on tbe 
part of the State.* 

Accordingly, it is necessaiy to examine tlic methods and 
limitations of governmental action. 

^ The general I’elnUons of vnlmiisiry .'vseocintloiis to tin* State Uavr hvvn 
well treated by Urofeasor SUIgwick, of Ch. XXVIII. 

Tin: ^^KT Valck or tiik Co.ntuimi*ticin ok Each. 

Tlic iiUnUard of the net vnliic of tlie contrihiition of cucli ts by no 
moans so simple as mny at first siglit n|>(»ear. Ah so often Jmppi'ii.s in 
ci^onomics, the difficult ioh iiiny be evaded by vcrb.al truisms, e.f/.. by 
the statement tlmt the net v.alue of tiM^ coutribniion of raoli can only 
mean the competition price that is given for it. 

Even under the assumption, however, of st .ill cal conditions and 
perfect com pel I lion, there arc the inequalities created by bequest and 
inheritance, and bvtiw three great facK that land ('/un imture) n- 
quires no economic “contribution ” for iU timinlcnai«*e, tliat the »n|>- 
ply of labour de|>cndH only partly on llio price obtained for it. and that 
even as regards c.apital tlic price obtained for its u^'c is only one clc- 
ment in its production. 

Again, v.ilue in every case depends as necessarily on demand as 
on supply, and the value of the contribution of each depends as 
mucli on the demand for it as on the “efforts and .ibstincnces” of tlic 

contributor. 
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Mareovf'i*. uiMl>*r conditions that ai^ statical hy ceviaih tests 
iiuiutMU' of |>opu)atir>n, wcaltfi |H*r hoarl, etc.), (here :m* always iiices' 
saiit cliaup's of tin* constiluciit elements in <iciiia)itl and supply, und 
cvory so*ralle<l slalical coiulilion (when we leave tlu; cover of Jiypolh- 
esH) Uonly a temporary etpjililaiiiin complex variable forces. 

Whni we pass deriiiih'lv to srwalled dviiamical rojiditions, the fail* 
ores in cipiitablc distnlnilioii are innUijilied aiul ina^nitied. 

Market vali>e< every description oscilhle ahont normal values, 
which thornsrives ai'e vhari^iii^ with difTcrent devices of rapidity. 
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MKTHODS AND LIMITATIONS Ol^ OOVKIlNMKNTAL INTICII- 

FKKENCb. 

§ 1. The Gewend Question. The failuius ami defects 
of in dividual is in may, us iiuUcuted, sometimes be met by 
increasing the reality of froeilonu and sometimes by enlarg- 
ing and extendiinr the ide^ts of selfdnterest. And in boUi 
of these objects, to some extent* govennuent m<ay assist. 
The professed object of Knghmd, for example, in dealing 
with inferior ami subject mces is to render tljem (it for 
Kolf-govenuuent and awake in cheat the wants and desia^s 
of civilisation. And, as often shown in the cour.se of this 
work, the most advanced nation lias within itself c busses 
whicli represent the barbarism and stagnation of (»ldei 
types; and here, also, the primary object of govenuiient 
is to raise these classes to a liigher level. In either ease 
government can do little if not assisted directly and indi- 
rectly by public opinion and private effort. For a long 
time the effective public opinion of Fngland looked upon 
India simply as a fiehl for exploitation, and at liome the 
education of the masses was considei*ed as out of place and 
unfitting the people for their proper station in life. In 
both cases the change in public opinion has revolutionised 
our economic policy. 

There are, however, other failures of individualism 
which call for the repression or curtailment of the freedom 
of individuals, and other defects whicli the unaided self- 
interest of individuals is unable to lomedy. lo meet these 
defects and failures a jtrhnd case is pi'esented for 

governmental interference. Wlietbcr or not tlie case for 
interference proves to be on the whole advantageoas will 

2*^7 
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du|)Oiitl [mtly oil tilt* kind of intei-fci-encc rcquhed* and 
partly on tbe liiiiitation 2 », general and particular, imposed 
oil governmental action. 

The nietliods <»f governmental interference may be 
divided into two great gronjwd 7'Vrx^, the government 
may regulate the actions of individuals bv }uoviding und 
enforcing a system of positive law; ami the gov- 

rrnineiit may itself perform ceruvin economic functions. 

I proceeil to notice some of (he princijial eases of these 
methods, taking them as far as |K>ssible according to tlie 
ilegrce of compulsion involved. 

Tlic object in view is not the vain attempt to summarise 
all tlie iu*inciples of modern systems of law and goveni- 
iiient, but by tlie <‘xamination of important typical cases 
to discover .some of the princi|>al pnictirul limitations to 
lieneficial governmental action. It is impossible to tissign 
liieoretical limits to the action of the State if once the 
assumption is made of an a)l-wisc and uUqiowerful gov- 
ernment.^ 

§2. 1. T/tr ,}/ef/iO4iH0/ (a) The Crimi- 

nal L<tn\ 'I'hu government may bring certain kinds of 
<‘conomic abuses — whether of omission or commission — 
under the pt-nnl law, and indict punishments of various 
degrees of intensity upon the offender. This method of 
interference is found to vary with different ideas of inoial- 

^ C/- {FiMHHZtritiiifntrho/f. 1., Ui* Ok* fum*- 

Uoiis of iiiio rvvo cla.Hs<» ; (1) Hix'liU- iiimI ^[ach 1 aw^•{•k ; 

(2) Culrur* uiul WoIilfftlirUweck. 

• The prt'seril fivi uiuii uiay b<‘ tpioted as fin oxiroiac believer 

lu Slate roffulalcoa : " When I came to ilic Itiroin* I sicpjted out of ilu* 
school of i<lca1l«in in which iny father had brought ino up, f svus of 
opinion that it w.is the* duly of the Itoyal Theatre, above all ihinffs, to 
cultivaie idealism in the people ; the theatre should l>e an inslnimcnt of 
the monarch, and. like the school or the university, work for llie preser- 
vation of the liiRhcKi spiritual •lualltios of our noble German Fatherlaiul, 
The tljeatre shmild contribuic to the formation of the uiind and cliarar- 
ter. and to the cnnoblinc of our moral pereeptions. The theatre Is also 
one of my weapons.'’ — .S>«cA o/ the Oerman Emperor on June Id, 
1808 . 



ity, v^ligioii, ami civilisation. Kxuuiples may be taken 
from each of the giuat dcpartiiiunU of political cconoin}-. 
In production the employment of persons* and even of 
ttuinials, under conditions formerly considered natural, or 
at i^ny rate lawful, is now no longer tolenited in eivilise<l 
states. The clothier who kec^w too many tailors in u looin. 
and the fanner who kce[is too many slieciJ in a field, are 
both brouglit under the puital law. Nearly eveiy great 
industry in modern industrial societies is subject to legal 
regulations, the offence against which is criminal: and 
one of the crying demands of the times is to appl)' similar 
legislation to home industries.' On the other hand, also, 
methods of production are now porinitted which with other 
times and mannei*s wei'e Torbiddeii. The use of the term 
broadcloth ” recalls the regulation of Richard I. (1197), 
which pi'ovidcd that all cloth must be two ells in width. 
Mediaeval authority, as displayed directly by the State or 
indirectly by corporations and guilds permitted by the 
State, enforced with {>enalties minute regulations regard- 
ing the quality, weights, and measures of all kinds of 
wares.* 

The criminal law of former times was particularly vigor- 
ous and rigorous in the various departments of ere change. 
The mediceval trader spent his life in j)aying or in evadijig 
the penalties of the criminal law. In England, oven after 
the mediseval period, the laws regulating tmde in sheep and 
wool were, as Adam Smith sa^-s, w ritten in bloo d, and what 
strikes us perhaps even more, they wei-c curiously refined 
in their cruelty — the penalties ascending from fines 
through dismemberment * up to death itself. 

The consumef was not only the object, but sometimes 
also the subject, of criminal law. People were not allowed 
to eat, drink, or wear what they liked, but what the law 

* Cf. Webb, InduMtiixl Demotrat^K II.. PP- 112, 030. 

* Cf. Schant, op. cO., Vol. I., p. fiSO. 

* the left band to be cut off and naiJed up In the market-pi are on 

A market-day. 
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llkcil. Smnplunrv laws were numerous and minute. In 
modem limes sniuptuaiy i-e**; illations are mainly enforced 
by uustoni, fasliicm, and public opinion, but the criminal 
law slill til Ills 51 few vied ms, e-speeially jis I'egards tlie con- 
sum [jtioii f»l’ drink ami poisons. Sumptuary laws of the 
medimval type still prcviiil sis regsiids certaiji forms of 
immaterial wtsiUli siml services. Thu modern State now 
determines llie <piality siml <jusintily of primsiry eduesvtion, 
(hongb generally no longer of religion. 

Again, as reganls the ilislribntion of wealth, we find 
similar variations in die nsu of the criminal law. Various 
modus of aiHpiisilion of pnijjurty, formerly eonsidered nat- 
ural, have now foiiml a place in the criminal law, vvliilst 
• »thers formerly imdudud luive been emancipatcil. A man 
cannot now lawfully sell Ins wife or children. Wrecked 
shi[>s and their cargoes are no longer the natural prey of 
Uk' wreckers. In tlic ,Mid<lle Ages usury was criminal, 
but the creditor cnuld lawfully make a slave of the debtor 
. so difiVn!nt was the attitude toward the principal sum 
and iisiinec of it. 

Ill former times attempts Imvu Iwen made to regulate the 
rates of wjiges, penalties Iwing iin|)OScd on those who gave 
or receivc<l liigher rates. SoinotimcH minimum rates have 
also been enbu*ce<l. At present the effortiJ of some social- 
istic reformers an* <li reeled toward a vast extension of tliis 
ininciple: they would make it criminal to do certain work 
at less than certiun rales: they contend they are only giv- 
ing its logical development to the (uacllce of hilK>Mr combi na- 
lions. Custom with the force ^if law us regards those wlio 
>ubmit to it, as sbc»\vji by tmde unions (or convei-sely by 
associations of masters), is held to furnish a model for the 
State. 

riiu simplicity of the method of regulation tlirongb tlic 
criminal law lias always made it attractive to logishitors 5Uid 
reformers. This metliod, however, is subject in (iractice to 
very effective limitation.s. Just as the letter of the law 
varies with the ideas of its framers so also does the enforce- 
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im'nt vary with the iilcasof iiss ailiniriistratoi's. 'I'he great- 
est agency in ihe initigatioii of criiuinal statules in ICnglaini 
has umloubtcdly been tlie refusal of juries (o cunviet, and 
of judges to indict the i»eiiallios; the juries Imvc turned a 
blind eye to the evidence, ami the judges have given tlioin 
the appeui-anoe of reason by legal iictions. It follows that 
the limits to the jiower of governmental action by the 
method of criminal legislation are found in the actual 
moral sense of the communit)' ; the ultimate sanction of 
the criminal law as regulating economic actions U found 
in public opinion. Thus, even as regai'ds the obvious and 
simple system of coer cion, the tendencies of the opposing 
system of natunil liberty have to be considered. 

(b) Contract$^ Parties to. The government, without 
going the length of prohibiting or penalising certain ac- 
tions, may refuse to enforoe tlie corrosponding agreements 
or promises of performance. Iji some cases this refusal 
rests on the legal incapacity of the persons to make the 
agreement binding.' Thus as exceptions to the capacity 
of natural persons to bind themselves by con tract ~ recog- 
nised to a greater or less extent in different systems of 
law — we have infancy, cover tune, and insanity. Some- 
times the contracts are void, sometimes only voidable. 
The positive law of a State also dednes the capacity of 
artificial pereons of various kinds, e.^., corporations, part- 
ners, companies. 

The development of meroantile law is a good illustra- 
tion of differences in legal capacity. At first merchants 
were a special class having special privileges and subject 
to special duties, and the mercantile law so far as it existed 
was administered in special courts (e.y., the Stabile and 
Piepoudre) ; in the second period the mercantile law con- 
sisted of a body of customs which must be proved as facts, 
and binding only upon the special class of merchants; in 
the third period these customs were incorporated in tlic 


C/. Pollock on Contract, Ch. II. 


70L. III. — R 
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genera) law and made binding on all» whether nicrchajits 
or notd 

To take u particular ciise: lUlU of Kxchauge at iivat 
were extended only to merchant sti*aiigers trafficking witli 
English merchants, an<l afterwai-d to inland bills between 
mercliants traHicking with one another liere in England; 
and then to all peii»ons tmilicking, and suUscquciktly to all 
persons traHicking or not.*' 

It may l)e observed that the Iciidcncy of legislation in 
progressive societies has Iweii to abolish the special rights 
and duties of .s|)ecial classes sis regards making and enforc- 
ing contjucts. For example, a gentlemsin may now be a 
tnuler; so iiuiy liU wife; and cither nmy become bankrupt 
separately. On the wliolc, the law of contract 1ms become 
less and less a law of chesses. 

(c) Cuntf'ficU^ /brwM of. The govern men t juuy make 
certain requirements oi form essential to the enforcement 
of certain contracts. The contrast between ancient and 
modern conceptions of contnicts as giving rights of action 
is remarkable and instructive. “ According to the modern 
conception] of cotitruct. all agreements which satisfy certain 
conditioiiH of a general kind are valid contracts and may 
be sued upon in the absence of aiiy sj>ecial legislatioji 
forbidding particular contracts to be made, or denying 
validity to them nnles.s made with particular forms." ^ 
Ancient law, on the other hand, regards only formal con* 
tmets. '‘The fundamental assumption of ancient law 
(wlien it lias got so far as to recognise contract at all) is 
that the validity of a contract depends, not upon the sub- 
stance of tile transaction, but upon its form. The rule is 
that formal contracts only can be sued upon ; the want of 
any part of the formalities is fatal; the fulfilment of them 
is conclusive."^ 

No better instance could be given of the extension of 

* Smith's ^f^rrnn(^h Lai>^, Vol. I., p. Ixxxii. 

* Pollock, r>p. eit.y p. lid. 

* Maine V Lau>^ Ch. IX. 
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the liberty of iiulivkhwls or t)ie tliiiiinution of the sphere 
of iiUUo control. I» ingderii limes the enforcement of 
particular forms is generally cither for the purposes of 

revenue, as in the stamp duties, or of i-egistration the 

ultimate object being not restrict iom but publicity. The 
form as such is of uo importance; the decisive considera- 
tion is the intention of the ^Kirties, or the intention of the 
State. 

(d) Contracts^ Subutance of. — The government may, 
however, make compulsory in contiTicts certain requii-e- 
inents, not only of form but of substance. In no contract, 
whether dealing with land or any other subject-matter, do 
the parties express in extenso all the rights and obliga- 
tions involved. Certain provisions ai-e hold to be applied 
by the law, general or special. It may be observed, how- 
ever, that save in specially excepted cases pei-sons are at 
liberty to contract themselves out of the jjarticular obli- 
gations imposed (otherwise) by statute. And a law 
which admits of ‘•contracting out’’ generally I'emains a 
counsel of perfectioiu or at best provides a legal interpre- 
tation in case of need. 

The cases, however, in which evasion of this kind is not 
permitted, are in modern states both numerous and im- 
portant. In the contracts in use in most great industiies 
— in agriculture, mining, manufactures, fisheries, railways, 
J^avigation — the legislature has made certain clauses com- 
pulsory, and has prohibited the insertion of othei's. 

This method of interference also lists its limitations. 

If the government attempts too much, having regaid to 
the ideas, customs, or prejudices of the times, either by 
way of compulsion or prohibition, the law is either evaded 
by the parties affected or nullified by its administrators. 
The attitude of the public to lawbreakers of this kind is 
the attitude of Adam Smith to smugglers. “ To pi's tend 
to have any scruples about buying smuggled goods would 
in most countries be togaixlcd as one of those pedantic 
l)ieces of hypocrisy, which, instead of gaming cradit with 
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aii3'l)0(U*, serve only to cx|> 05 »c tliu pej*so» who affects to 
practise tliuni. to the suspicion ol' l>eiiig a greater knave 
than most <’f his ncighlMiur.s.’' .\s duties became more 
reasonable .smuggling diminished* not only because less 
profitable* but because less connivocl at by public opinion. 

A law may be nnllilicth not only by laxity on the part 
<»f tiie executive* but Ijy el astici ty of interpretation. Such 
I'lasticity is well illiistratc<I hy tl»c doctrine of considera- 
tion, su[>posed to l)e j>oculiar to the Mnglish law of con- 
tvacl.^ According to the llieory of Ihiglish law, a naked 
promise {nufhni/ so called because there is noth- 

ing assigned wliy it should be made. I.s not binding; every 
con ti act is supjwsod t** imply a f/uul pro fpto^ or to l>e made 
on account of some valuable coiisidemtion. Such is the 
general principle, aud the elasticity may be measured by 
the practical qualifi('ation that tlie adeqmtcy of tlie consid- 
eration is not material. “The value of all things,” said 
llobhes, “is incnsurcil by the appetite of the contractors, 
aiirl ilierofore ihc just value is that which tliey be con- 
tented to give.*“^ The terms “ i-cnson ” and “conscience,” 
witli their ileiivative adjectives, have been hmnd equally 
variable and clastic when interpreted in the law courts. 

“Customs/’ says Hlackstouc, “must be reasonable; or 
rather, taken negatively, they must not Is? unreasonable, 
which is not always to \tc iiudcrstood of every unlearned 
mans reason, but of artificial and legal reason warranted 
by authority of law.**** 

§ 3 . II. 'Vhr J^Irthodif ‘ft (Jfftu't'it/Of’ itOff Afti'fff («) The 
govcnunciit may itself assume tlic position (‘f a mouopoluft 
as regards certain industries or economic services. Tliis 
case differs from that fii-st noticed, namely, regulation by 
penalties* in that government not only prohibits others, 
but itself perform.^. The fi'cedom of the individual is 

• The analogies Umiiaii rrjn.wt aiiU (Uo French cause are partial 

chly, C'/, l*ol1ock's Coulruf't, Ch. IV. 

^ Lfv'atfiaM. J*l. I.. Clj. XV. 

■' <'omm>'Htarics. Iiarwl, Section III.. § 1. 1. 
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0 (ju;illy rostrictCiU lni( I lie .j 4 X‘venimuiil lakes away ilio 
veal burden of vest riel ion by ilsell* satisfying the economic 
want. 1 bus the post-oflieo has a mono|ioly of lettev-earvy- 
ing. but most jH'ople look on iliis monopoly us advanta- 
geous. Again, the govern nient prohibils private coinage, 
and again also confei's u bcneiit by tlie prohibition. Tlie 
penalties imposed on the infringement of governmental 
monopolies or patents may range fit>m the most severe of 
the criminal law to a nominal line by way of vvaniing to 
desist. 


riio assumption of monopolies by governments (with 
the exceptions noted), and still more the delegation of 
siicli ])owei's by patents to individuals, has in the course of 
time been greatly diminished. In Knglajul the coJistitu- 
lional struggle was practically settled under Elizabeth, 
and the victory was confirmed by llie unsuccessful rever- 
sion of the Stuarts. An important function of govern- 
ment is the 1)1*0 vision of weights and measures. Sometimes 
I he use is compulsory and besides official stamping is 
necessary; sometimes the use is only optionab and side by 
side various local and customary stauduids are iji vogue. 

(^) Tlie government may undertake certaiji kinds of 
business, but at the same time allow private cjitciprJse to 
compete, as, for example, in providing for religious services, 
or fertile conveyance of parcels. Jn IhU case — that of 
governmcjital inanagej)ient side by side with private enter- 
prise — the only clenjent of coiiii>etition consists iji tlie co- 
ercive levying by taxation (as in (11111*011 tillies) of llie funds 
I’equired for carrying on the business, and when tlie busi- 
ness can be made to pay iU own expenses (as witli the 
parcel post) even this element of coercion vanishes.^ Ill 
forming an estimate of cost, however, it is important to 
take into account all the indirect expenses and sujjjdement- 
ary charges. 

The government may iiitei*vene simply to carry out 
the wishes of tlie parties concerned (as, for example, in 


* Sidg wick’s Polifirftt p. 427. 
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providiii" official arbitration ). A great part of the law of 
every State is intcndetl simply to provide, or enforce, set- 
tled rules, the rule of tlic road on land or sea. What 
the rule is, is often a mutter of iudilference, provided only 
it is fixed and known. 

d'lic principle of the luw of inheritance (when freedom 
of bequest is allowc^l) is in case of intestacy to carry out 
ihc supposed wislies of the dcccusetl. 

An cl even when the law of inheritance lays down cer- 
tain compulsory rules for the division of property after 
the ch'uth of the owner, it niuy be maintained that the 
owner, being dead, does not feel the compulsion. Practi- 
cally, however, the knowledge of the law will, if it is not 
approved, lead to evasion by gift, infer tnVw*, or the ci'ca- 
lion of secret trusts. 

The laws of Imnkruplcy are in some respects similar 
to the laws of compulsory inheritance. The bankrupt 
is so far civilly dcml, and llie State lays down the rules 
for distribnti(»n of liis estate amongst the creditors. If it 
be supposed that the creditors wish for a just distribution, 
the State only carries out their wishes. The laws of 
bankruptcy also rescmhlo the lav^•s of inheritance in Habib 
ity to evasion b^* similar devices.* 

Special attention may be called to the illustration given 
by Mill* of the method under considemtion. There arc 
matters, he says, in which the interference of law is re- 
quired, not to overrule the judgment of individuals 
respecting thoir own interest, hut to give effect to that 
judgment; they Ixdiig nnahle to give effect to it except 
by concert, which concert again cannot be effectual un- 
less it receives valUlity and sanction from the law. As a 
particular case, he supposes that a general reduction of 
the hours of factory lal>onr, from ten to nine, would be 
for the advantage of the work-people in the sense that 
they would receive practically the ssime wages for an 
hour's less work. We are not concerned now with the 
^ Ecouow^. Bk. V., Cli. XI., p. 12- 
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pos«^ibililies oi i1k‘ cuso ; iuoreuscHl cflioiency mighl make 
even eiglil lunirs eipiul to teiu ami, on tlic oilier hand, in 
simu* the gnnilei* inleiiMly of labour miglit more 

than neutnilisu I he l>cnelit to the labourei's of the short- 


ening I'f hours. 'Die only jKiint in (jnestion Is, that al- 
though every iiiiHvulual worker might think that it would 
be for his interest and for the interests of the whole class 
to work the shorter time, the plan will not be adopted 
unless the opoititives bind themselves together to abide 
I'X it- Agreement alone will not be suilicicnt unless 
enforced liy o|Mnion with a rigour [U'actically equal to that 
of tlie law. Mill's |)osi(ion is, that tho immediate interest 
of evei’y* individual would be found in violating the agree- 
ment. Mis argument, in effect, supposes that the work- 
ers are in the position of a combination of sellei's with a 
sellers monopoly, and as such the case reduces to that 
already considered. It is noteworthy that Mill himself 
does not recommend the proposal ; ho only uses it as an 
example of the manner in which classes of persons may 
need the assishince of the law to give effect to their delib- 
ciato collective opinion of their own intei'ests. Up to the 
present, combinations of men and of masters have received 
very little legal recognition of tliis kind. Agreements 
that are intended to establish monot>o1ies are still consid- 
ered as in restraint of trade. ^ 

(d) The government may provide for the erection and 
maintenance of various public works and institutions, for 
the provision of which private enterprise is unequal. This 
is the case which was dealt with very fully by Adam 
Smith, and in our own time is being pushed to an extreme 
by socialists. It is a vei*}' laige case, especially in the 
guise of municipal trading and poor relief. Considered 
as a method of governmental interference, hei*e again the 
.only compulsion is in providing the revenue to meet the 
expenses, a kind of compulsion, however, it may be ob- 
served, that becomes intensely disagreeable after a certain 


* a/, Webb, Vol. II., pp. 713, 714. 631, 63.3, 863. Appendix. 
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point lia:> been reached in taxation or other compulsoiy 
contributions. The liini Cations to governmental and mu* 
nicipal work of tliis kind are found partly in the limits to 
taxation or other sources of revenue, — If tlic works and 
institutions arc not self-supporting, — and parti}' in tlie 
limits to public cxjicnditiire which must conform to cer- 
taij) general ]n'inci]des.' 

Ilefore considering tlio degree and nature of the limits 
imposed l»y public finance, it is necessary to notice briefly 
certain limitations of a general chanicter, which are appli* 
ea))le to all kinds of governmental control. A brief state* 
ment ought to suflice, l>ecau.sc they are either obvious in 
themselves, ur abundantly prove<l hy the experience of 
(lifforont progressive nations under various conditions, 
'riicir imporianee must not be measured by the paucity of 
words requiied to set them forth :(the greater the truth 
the greater th<* brevity.) 

jj 4. (»eni>r(tl LimitfUiOHit to Oovt^rnmvHitil Intfi'fertnct, 
The assumption that government is all- wise and all-power- 
ful is so far removed frein the truth as to be of little use 
even for the pinposes of abstract reasoning. With the 
))est intentions, governments may ruin their legislation by 
ignorance and their adminislmtion by feebleness. Atid 
very frequently the intentions are not the best, if by best 
wc mean tliat the public interests, with due regard to the 
future as well as the iirescnt, arc alway.s dominant. TJie 
government, even of the most democratic states, must be 
formed of pcisons who are themselves liable to errors of 
judgment and eiTO]*s of passion. And to a considemble 
extent they are supposed to carry out the mandate of 
their electors. The electors are open to all kinds of per- 
suasion, as well as to the {>ersuasion of justice and leason. 
Arithmetic, according to a very early text-book, was de- 
fined as the art of handling numbers discreetly, and this 
definition still applies to jjolitical arithmetic. The com- 
promise that shall provoke the least effective complaint 


» See Ch. XV. 
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t^oems to bo the iloiiiocnvtir klo;il of pnicUca) iustioe. It is 
janhaps only in Russia that llu* lixccl ideas of policy are 
relentlessly pursued independently of ihe jK /'KOttltrf of Uie 
g;ovenioi*s. In llie most ailvuneed deinocraoios* laws ai*c 
still made and unmade in (lie interests of powerful classes, 
and sometimes against the inle»x‘sts of ronsiderable luinoi*- 
ities. Officials arc still ap]iointcd hn* all sorts of reasons 
apart from merit and effieiency. ajul are l e moved, or not 
removed, on a similar divei'sity of excuses. The one and 
sufficient explanation of these shortcomings is, that gov- 
ernment is carried on hy men, and all men are imperfect. 
The best system of representation and of constitutional 
checks makes a very poor compensated balance, and the 
clironometev of the vessel of the State gains and loses by 
fits, and only by chance con'esponds to the exact siderial 
time of theory. 

It is true — to take the benelicial side of the meta- 


phor — that the imperfections of individuals are to some 
extent remedied by the accumuUtcd experience of the 
race, or of the aiation, in momlity and in wisdom. Tlie 
laws of any country with a stable govennneut are never 
repealed, and are seldom amended until a defect is dis- 
covered by some glaring abuse. \Vc are. indeed, inclined 
to rely on the wisdom of the past long after the conditions 
have changed which made it applicable. 

Again, as regards the administrative and the executive 
departments of government, there are. it is (rue, customs 
and traditions which command the I'cspcct of the most 
self-seeking officials. It is as difficult for a judge to give 
judgment, consciously, against the law or to accept bribes, 
as fora soldier to act with cowardice in battle or to sell 
information to the enemy. On the other hand, however, 
we have examples of the vitality of evil ti-aditions ami of 
u n i-eason in g r o u ti n e. Go ver n me n tal i u to rf e re n ce i s a I w ays 
in danger of one horn of a dilemma. If the individual of- 
ficial is left free to exercise his own judgment, there is 
the danger of caprice or jobbery, or simple foolishness; 
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if )iis frc6doin is cui-tailecK lie must net by routine, and 
routine is Jiot adapted to the ever cluangiiig conditions 
of modern societies. Tliougli people still pi*ay, like frogs, 
for the wise despot, they cannot get the wisdom, and they 
will not accept the dcsi>otisin. 

Next to tlio imperfections of government due to the 
imperfections of man, wc may notice the limitations ini' 
poso<l by the perfectiojis of lime. Time is an even, re- 
lentless flow in politics as in physics. 

It has gcnornlly lK?cn i*ccognisc<l that legislation rc-' 
quires deliberation. I)olil)ornlion means time, and tlic 
time availalile is limited. If tl»e Ihitisli Parliament were 
to sit day and night, conlinnonsly, thi-ougliout the year, 
il couhl only get tluongh a limited amount of legislative 
work, Accordingly, new measures and emendations of 
old statutes must lx.* intro<lMced according to their impor- 
tance. In dcmoc ratio societies the relative (niportancc 
is usually determined by the amount of popular support* 
au<l the cx<'itation of this support again takes time. Tlte 
members of tlio Decimal Association, for example, liavu 
been told, for the last fifty yeans, that they must educate 
public opinion. 

In the making of law.s thei*e is more of tlie proverbial 
law's <lelay than in their admin i.stmtion. Even when a 
suflicient number of pco(»le can l)e induced to .shout the 
same thing at the same time, loud enough for government 
to hear, the fii'st step is, in genei*al, a commission of in- 
(pnry, which is usnnlly intended to give time to allow 
the clamour to subside; if the i*eport necessitates a hill 
of some kiinl thei*e are readings, committees, and reports 
in two houses to l>e surmounted; tlie assent of the crown, 
or president, is then appended after a respectable interval, 
and the measure oiAy Incomes law at the appointed date. 
The judges then proceed to interpret the law according 
to the letter, when it h gencmlly discovered that the 
framers of the act have nsc<l the wrong words to express 
the intentions of the promoters. A va.st amount of liti- 




gjU ion U iK*i'e$5ai*y lo ilouitic llio 
a ml long l>cfoi'o Uu* intcrprclntiou 
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has become fixed tlic 


need I'or enieiidaiion is foil. Kmcnilation, however, again 
ivtinircs time. 


Another limitation in lawmaking is fouinl in the ciulur- 
ance of the laws. Laws ai-e now gent* rally lie Id to con- 
linue in force until they aiv detinitely repealed. Thus, 
a law [>assed under popiilnr excitement caused by tempo- 
rary circum.stances may bee o me a nuisance, even in the 
nostrils of its pvomotejs, before it has well got into opera- 
tion. Some laws, like eggs, get addled in a very short 
time, ami othew lie dormant, like snakes, and become 
active when they ai-u least wanted. If the endurance of 
laws has its advantages — if every generation of re- 
limners can only hope to pi'ovidc the necessary marginal 
increments — it has its disadvantages, especially in pro- 
gressive societies. .\ii eternal law is in one respect, at 
least, much wotse than Henthams eternal husband; the 
eternal husband may be got rid of by the act of God, but 
the eternal law only by the act of man. 

Next to the limitations imposed by time, we Juay notice 
the limitations on governmental action imposed by the prin- 
ciples of formal jxistice or uniformity. If a law is passed 
or the government otherwise interferes in favour of one 
«et of persons, it must Ik* prepared to extcjul similar action 
to all similar cases. As far as the letter of the law permits 
the coxirts will make the extension, hut justice goes beyond 
the letter of the law, Accoixlingly, laws beget laws after 
their kind as natumlly as microbes, although the}' take 
longer about it. The danger of creating a precedent is 
nearly as great as that of making laws eternal. The most 
effective limit to public expenditure and to the assumption 
of new duties by the State, is the knowledge on the part 
ot the government that they must 1)C prepared to apply 
the same principle to all similar cases. 

Rvei'y increase in the power of government and every 
extension of governmental interference increases the possi- 
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hility of ubiuses. Appointments may lie given or ^iih* 
ili'awii, not on account of fitness or ineapacit}’, but for 
services to a political parly— a kind of abuse ubundantly 
illustrated in the “ancient** history (»f England and in 
'‘yesterday's** lilsiory of the Unlte<l States of America. 
Power grante<l for one purpose may Ixj misdirected toother 
purposes in the intci*cst of the dominant political class; 
for even with (he most clTective represoiitativo systems th<‘ 
(cabinet has very gieut j>ower. Thei-o may l)e wasteful ex- 
penditure under the influenee of popular seiUimeiit; tlie 
macliinory of government may Iw ovorbuixlcned witli work, 
and with lh<* nicest adjustment of delegated authority 
some central rcjiitrol is always necessary. The self-in- 
terest of od'nrials may he <»p posed to the interests of tlie 
])uh]ie, ami reward by hononis and promotion depcjids for 
its effectiveness cm the wisdom of selection. 

The autlioritati ve prohibition of an}* course of conduct 
so far involve.sa limitation of fix^edom, and it may well hap- 
peJi that tliore will ])*> no eori'cspondi ng extension of free- 
<lom in otlier directions. On tlic principle of utility, the 
loss of freedom may too readily be held to l>e compensated 
by a gain of happiness in .something else and by somebody 
else. Hut the loss of freedom tends to starve the develop- 
ment of eliaraeter, and in the words of Mill, unless tlie 
conscience of the individual goes fixiely with tlie legal re- 
straint, it partakes either in a great or in a small degree of 
the degradation of slavery. 

It U sometimes supposed that a government of the 
people by the iwople or their lepixjsentatives b alto- 
gether different from a despotism ; and that under w'hat 
is called a free government every individual must he 
free. This vague language will not bear analysis,* and 
the i<lea which it is .supposed to express has l>een forc i- 
bly exposed hy Mill. “It is no less important In a 

’ “That Ihe conOUiori (tf a sUitc U better imd«r an arhiir.xry than iiiidt'r 
a free government U, I believe, .<^uitport#<l by Uie bi^tory of aM and 
nations,” — Aim« ftwiTir. p. * 204 . 




^lomoc ratio than in any odior govornmonl lliat nil lcn« 
^Icncy on cIk* i«ar( imblir aullioritics (n .st retell tlicir 
inlcifo 1*01100 aiul assuino :i [anvor of any .sort tlial can 
readily bo lUs^ionsed with ?ilii>iihl bo ix*garclccl with unre- 
mitting jealously. IVvliap^ tins is even nunv im]>ortant in 
a ilemccracy tluin in any other form of |»olitical society; 
because who 1*0 public opinion is si>verclgn, an ijulivitlual 
who is oppressed hv the sovereign does not, as in most otlicr 
states of things, lind a rival power to which he can appeal 
for relief or at all events for sympathy."* And agaiji : 
"'In some countries the dix*an\ of the ()C02>le is for not 
being tyrannised over, but in others it is meivly for an 
equal chance to everybody of tyrannising. Unliappily, this 
last state of the dcsli'es is fully as natural to mankind as 
the former, and in many of the conditions even of civilised 
humanity is far 11101*6 laigely exemplified." 

In concluding this brief exi>ositioii of tlie general limita- 
tions on governmental interference, I would again observe 
that the importance of well-established doctrines is not to 
be measured by the quantity of words necessary to convey 
tiio ideas. 


* 11k- V-, Cli. XI.. $ *1. 
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TKIC EXrKSSE.^ AND THE ItKVESUlCS OF OOVRllNMKNT. 

§1. ficveuue to In- foituili'tiul lotfimtUif before Expense. 
'I1ic furthei' considoniticm of Che limits of govcnimeot must 
be left to jurisprudence an<l political science — except as 
regards one of the most effective of these limits, vi/.., 
the expense involve<l. 'riiis cxfK.‘nse may l)e simple and 
<jbvious, or complex ari<l ol>iciire; but it is in the aggregate 
very real, and it gives the one ini{Ktssable Ixirricr to (he ex* 
Unt.sion of governmental functions. It is sometimes said 
that tiie [irivate pemcni must ivgnlate his expenditure by 
his in come, whilst (lie SlaU* regulates its income by Its 
exponditnie.' It is true> to take an example from tliis 
country, that in practice tike Chancellor of the Kxclkcqucr 
adjusts his Uudget proposals to }iis estimates of expendi- 
ture, ancl imposes or remits taxati<m according as he antici* 
pates a deneit or a surplus; hut the limlls of expedient 
taxation, even in the most opulent countries, are soon 
reached, otiicr sources of i*c venue ai*e comparatively scanty, 
and resort to debt means Kim[dy the mortgaging of futui'u 
revenue. 

The most fruitful contrast between public revenue and 
expenditure lies in the fact tliat theoretically tlie latter is 
capable of indefinite increase according to tlie duties ini' 
posed on the Slate, whilst, even theoretically, the revekme 
is in comparison limited. There is never any difficulty in 
getting rid of a surplus^ — there is always a difficulty in 
meeting a deficit. There is never any lack of proposals 

• Cf. B.'wtable'a Puhiic Fintince^ p. 4'i. 

^ There are, however, disadvantagex in collecting more revenue Ilian 
ia required. 
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for increusuig State oxjiendituixs ami tlicro are uhvays ob- < 
jeetious to inemuiijg taxes. ‘ 

Ami if \\v take a broad historical survey, wo fiml tliat 
one of the most frequent causes of the ruin of nations is 
•excess of public expenclitureowliilst there is, pcrluxps, not 
a ease on roeord it) which tlie [lai^siiuony of the government / 
can be accused of national disaster. ^ 

At the present time it is more lliati ever necessary to 
insist that the real limit to the expense of governments is 
to be found in the limitalloii.s of revetjue. A^^ainst the 

a 

benefits of State control in any form we have to place (he 
cost of government In some cases the undertaking may 
pay its own expenses, and in a few, especially if aided 
by monopoly, may yield a profit. Jiut undertakings tliat 
up to the present have been managed by the State without 
loss are relatively few, and those that yield a real suiplus 
fewer still. How far taxation can be le placed or supple- 
r Jnented by profit will be considered later; it is enough to 
J point out that this source of income is, as a matter of fact, 

^ extremely limited under present conditions.^ 

Accordingly, I pi'opose as a question of method to con- 
sider the principles of public revenue before dealing with 
public expendituie. 

§ 2. I^ractical Heaaon for (he Prior Treatment of 
Revenue. Apart from the logical argument of the last 
section thei’c is a practical reason for tlie prior Ucatinent 
of public revenue. Whilst fioin Adam Smith downward 
tlie principal source of modern State revenues, namely, 
taxation, has been treated with greater scientific olalwia- 
tion both as regards principles and details than an}* otlier 
department of economics, the investigation of cxpetidilure 
has been rel.itively meagre. Adam Smith himself treats 
expenditure by the method of enumeration of cases; not 
fts he treats revenue, and especially taxation, by the 

' Under modern conditions, it is better to trust to taxation for tlic 
needed revenues, and aUaw llie )iivc!>tmeMt of capital to proceed from the 
action of individuals. — Bast&blc's Public Finance (2d edition), p. 218. 
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muihotls of [jnnciplcs and classidcatiou. He lays clowji, 
iud(‘e(U incidentally iin[K>rtant observations; but in the 
main he is [practical nither than scieiitilic, and as a natu- 
ral (jonsccjneiice his |a*iiici|ial conclusions arc no longer 
uiiplioable, oudng t(» ihc change in social conditions. No 
one now would einlor.M* his ojMnion that it is only by means 
of a well-regulated standing army that a civilised country 
ran i>c defended, or that the expense of the administi'atioti 
nf justice may very properly Itc <lefrayed by those who 
give occasion to this ex|>cnse, <»r that it is never possible 
to invent a more etinitahle way of maintaining bridges and 
higlnvays than by lolls, or that the only trades suitable for 
joint-stock enterprise are Iwmkiiig, insurance, canals, and 
waterworks, or that tliose parts of e<Iucation for tlie 
teaclnng of which there are no piddic institutions are 
generally the best taught. His chapters on defence, jus- 
tice, companies. [luhlie Works, and education, fi om wliicli 
the foregoing <»pinion.s have Ik^cii cited, no doubt contain 
besides many criti<nsnis and suggestions of permanent value, 
Init erjiupaved willi his treatment of taxation that of ex- 
[»emlilure is altogether unsatisfactory. Adam Smith’s 
(Minins of taxation have Income classical botli in precept 
an<l in pi-actiee. The great rinanoial reforms wliicli cul- 
luinuled in the work of Gladstone may all claim Adam 
Smith as their father, hut he lias given no such masterly 
leading nii expenditure. His suocessois, both in the sci- 
ence ami the piactiee of tinance, have shown a corro* 
spn tiding preference for the treatment of revenue, aitd ut 
the present time expend itu 1*0 in this country is growing 
by leaps and bounds by the easy method of treating every 
case on its own merits. 

'rhere is tlien rnucli need to emphasise the position that 
just as demand and supply, consumption and production, 
exports and im[)orts, arc correlative and interdependent, so 
also are public revenue and public expenditure. And just 
as the development of the theories of deinan<l and con- 
sumption led to a corresponding development of the theo- 
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rioji of .'^uppLv iuul )»ro<liictioti, ,so tlio Ui'\vlo[ uncut of the 
ilioorv of public ivvcmie lo tliiow Ijglit on Uio tlieory 

of expcmUtuK\ juul just ns in pmotiee imports niul exports 
are incxlricably blcuilcib so also nro public revenues and 
expenses. 

Acconliiigly, I propose to consider the well-known 
a ml much studied principles and mctliods of taxation and 
the shifting and incidence of taxes in the hope that the 
survey may suggest corresjwndiiig lines of inquiry in 
the less worked field of expenditui-e. It seems reason- 
able to expect that the groat canons of equality, conven- 
ience, certainty, and economy — and other subordinate or 
consequential rules — should have their analogies in pub- 
lic expenditui'c, and also that, corresponding to the shift- 
ing and incidence of taxes, thei'e should be similar direct 
and indirect consequences of the various expenses of the 
State. 


TOL. Iir. — • 
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CHAUACTKU A SI) MKKISITION Oh' TAXATION.* 

«'§ 1. 'fhv C/ranir(en'iffffH oj' Ttwafwft. («) Tlic 

|>i iiici|>les (if taxation ai*c well adupWt) for tlic up])licatioji 
of ihv liislorical imcIIiocI. Iiustcact of denvio^ llio modem 
(T>iirc[>tioo of luxation from (li<* inoderti coiicTjtlioii of aov- 
oroi^iity* we may tra <’0 tliu hi.storiral ovololiot^ of the 
priu(d(>al cdiarurleristics. As in other ciisex* llie eoutinuity 
and variety of KngliKh eironomic hislorv may hu trusted io 
rnrnish evidoma; of the ]irinei|>al The most ^eio 

^ra) feature of taxation, that marks it oft phtinly from other 
|>aynienls (in money, kiml, or services) is, 1 1 hit the pay* 
ment is fom/ntUon/. A lax is an exactioJi levied by 
superior force; it is not tlie ruMill of charity, pors'u vision. 
re(inest, or contract, although these names ami sometimes 
the ideas whicli they stand for have been used to disguise 
or modify the original c(nn|mlsion. 

'I'hc Ktniians liatl caiTied many i^rononilc ideas to stages 
of development far bevmid our modern ronceptions (e.f/.. 
in tlic power of eapilulism over labour^, and llicy pnsfie<I 
the t‘owpufxif}n of laxaliori (o its utmost limit. 

Laclarilins (dOOA.l>.). a century liefore the withdrawal 
from Britain, <lcscribes a scene in a provincial town where 
all the population of the district was assembled to bo 
taxed. ••One heard nothing but the sounds of flogging 
and of all kinds of torture ; the son was forced to Inform 
against llic father, the wife against her hiishand, failing 
everytliing else the men were eom|>elled to give evidence 

I The chaptore on laxaMan were in llic press before pubUcanf>n of 
tlie 7abinbb* .y/fmoMndfi on /nprriai tjH'l Local Taxc'». issued by iti? 
Hoyal CoRimi>sion on Local Taxation. 

2.'S 
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Uu‘insi‘lvi.’s, ami \voix‘ laxcil iicci)i<lin|| (o Uic con- 
J'ossions wliich ihcv inaiK* U> osi*a|ii* llioii* lonnciUs.'’^ 
Kimuui provincial taxation [perhaps show.s better tliuii 
any other tljc element of eompul 2 »ii»n pure utul simple, 
mKlilntecl by the appearance of beiio vole nee, j»ersuasion, 
or eontrael. 

In Saxi)n times it is nsuall}' said that the king livod of 
liis own : lie had his own lands and received revenues 
of the nature of rents. lUu apart from tliese r/aci^eprivute 
sources of incuine, winch were more or less determined 
by custom, there were certain general burdens impose<l 
on all lands : viz., militaiy service, and the up*keep of 
forts and of bridges — the so-called threefold neci'Mi^ 
i^trinoda niiccszitan)^ from which in the largest grunts of 
land there was no exception. 

There were, besides, compulsory payments or burdens of 
various kinds levied to support the dignity of the sover- 
eign, and the profusion of his household, and generally 
to pay the expenses of government. The nature of these 
burdens is best known from the enumeration of ex- 
emptions which occur in the land charters. Moreover, 

1 will free the aforesaid land from all subjection in worldly 
matters, from entertaining the king, bishops, lords, ahler- 
rnen, baililTs, kect>oi'S of hounds, horses, hawks ; from 
boar<ling and lodging all those who are called feasting- 
men ; from all services, works, burdens, or inconveniences 
— wliat more or less shall 1 enumerate or say — from all 
liabilities greater and less known and unknown, let the 
land rcmaiii in all respects free forevermore cxcej>t these 
four things which I will now name : expedition against 
pagan enemies, hridge-hnilding, fort-making or j'cinoviiig."* 
There were burdens also imposed in connection with 
tlnef-catclung, and more generally the administration of 
justice. In all these payments the compulsory character 
is prominent ; they are all also of the natui-c of taxes on 

* Quoiod in Kllnn's Orit/inft, p- 347. 

^ Earle's Saxon Land Chanel's^ p. SO, G. 
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hind, but they arc <lifloroiit from custouiaiy or con- 
tractual rents. 

The navy was kept up by similar levies, arid every 
county had to protluco its contingent of sliips according 
to its 1 lid age. The ilanegehl is perhaps the earliest gen- 
eral tax levied in money. 2if. per hitlc being the custom- 
ary rate. Jt was coUectetl by tlie sheriff of the county, 
and disappears as a se[iarate item merged in tlie fann 
of tlie comity in lib:'. 

After the Norman Conquest tlie chief part of the 
revenue was derived from the demesne lands of tlie crown, 
but there were besides femlal iti venues of various kinds 
collected fr<jm other laiuls. Such were scutage,^ aids 
iatixtiia), easnallies, lines, escheats, in all of which tlie 
element of cotnpnision appears, tliough disguised under 
feudal forms. There were, too, the special exactions of 
purveyance, preemption, and prisage. Taxes on movables 
liegin with the Sahidin tithe (Henry 11.). Tlie declara- 
tion was in form left to the conscience of tlie tax-payer 
(the sanction being excommunication), hut if any ono was 
suspccte<l of giving too little, the secular power appointed 
a jury to assess the amount. The Saladin tithe shows in 
many respects the rmlimonts of the modern income-tax. 

Graduated p<^ll taxes were imposed in TITO according 
to ranks and professions, a <lukc (laying ten marks and an 
attorney half a mark (six and eight j>encc) — the rudi- 
mentary form of a tax according to faculty. 

Henevolences were in origin voluntary grants by rich 
merchants, hut under Hear}' VII. the refusers were im- 
paled on iNIorton's fork — the collectors being enjoined to 
act on the principle that those who Jived sparingly must 
have saved monev. whilst those who lived well had 
clearly enougli to spare. Genuine Ijenevolences appear 
under Elizabeth, but the abuse.s hy the Stuarts led to 
their abolition In' the Petition of Right.^ 

1 See Rk. n.. p. .TOI. 

* C/. also origin of poor nie*. See above. Rk. If . p. 374. 
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I is hukIc of (III* luuiK's ussiuiiod liy c‘*irlv forms 

of taxes — the *• (enns ** anil ofu'Hium. 

I'hon* were, imioeil. at (imes a few '• ^ifts ** iji ajiswer to 
t lie '• prayers of llie kiii<;« hut (he pruye 1*8 were tn <fenerul 
of (he •fittfntt! tion roHtnufiri oixlei\ aiul llie gifCs wore like 
the ‘•preearions services c»f servile tenants, or the booji 
works at the prayer of the lord 'vhich See- 

bolnii re^arils as the nii>st <Ustinetive mark of subjection, 
rile most noteworthy ehuraeterlstic of niediieval taxes 


is that, levied first us proportionate and variable rates, tliey 
became rtxed and customary — as in the ease of tlie tenths 
and iifteentlis, which came to mean a certain aggregate 
sinn.‘ 


The principal modifications in this element of compul- 
sion are itnind in the gradual transfer of the compelling 
right to the House of Commons, and It may truly be said 
that the imn'e e fleet ivc the representation so much the 

7 ore e fleet ive became the compulsion.^ 

( 6 ) The compulsion of ta.xulion is, however* really 
modified wlien (•ra$ion is wholly or partially possible. 
That a tax tlial can be evaded will be evaded may be 
illustrated to the extent of an inductive proof. I'ho eva- 
sion may, as I*rofcss<»r Seligmuit remarks, be illegitimate, 
as in smuggling or false decluralicMis of income, or legiti- 
mate, as when tlie taxc<l <*omm(j<lity or jirocess or service 
is avoided. Kvasion in tlie first case i.s met by various 
penalties and preventions, and for seiuntific purposes nn 
evaded tax of this kind is no tax. 

Evasion of the second kind, liowevcr, is not so complete. 
It is sometimes said that a tax upon comnmdilics is volun- 
tary, because the 0008x111101*8 may refrain from consump- 
tion or 1*080 rt to ollun* things. Leaving aside the imprac- 
ticable remedy of the taxation of all jxissible substitutes, 
taxes of this kind liave always an element of compulsion. 
It is true that a man may escape the tobacco duty by not 


* Stubbs, ConutitulioHal History, Vol. I., p. 578. 

- SlUbbK, Vol. I.. |>|>, 077. 078 ; Vol. II.. pp. 002, C04. 
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smokinpf (as, imleecl, lie may escape the income tax by not 
earning Kiilbciont income )« but bus natural or acquired 
inclination to smoke is (as shown by the revenue) suffi- 
cient to outweigh the pleasui*e of evasion. Probably no 
mortal over gave up sim^king or drinking simply to dc- 
pnv(^ the government of revenuo, Ihougli many may have 
stopped or liniitc^d their consiimptloti tlirougb a rUo in 
j^ricK^ cansed by (axalioii. 

'riio legitimate evasion of taxes «»n productive processes 
in som(^ rases lea<ls to improvcmieiits and inventions^ but 
in general (he ncressilics of fiscal supervision by stereotyp- 
ing ohl methods prevent natural (U'ogress. 'I'he noce.ssity 
r)f taxation is only the stepmother of invention. 

(c) 'I'fn' oIjje<‘(s for which taxes are iinpfised are coex- 
tensive with (he (»bjeets of piihlit^ expeiiditnn*. 

In tlie eonrso of progress wc^ find that specaal taxation, 
for sp(*rial pnrpo.«‘s has given way tc» general taxation 
for g(meral pniqHiscs. 'riiu mellKidof uissigning [>articuhir 
revenues f<»r particular ex|x»iises the aids for making 

the king's son a knight, or marrying Ids eldest daiiglitor ') 
has generally fallen into decay, although it still survives 
in local taxation, anrl then* are occasional reversiona to 
this older melhcsL ICven in local taxation, liowcvor, it 
has come to \h) recf^nised tliat special rates for special 
scrviu(5s are, in many ways, iiii econo mica I separate 

rates for schools, poor, NKids, pollct*, etc.). 

(rf) Payments however, may be math! to government 
whicli are only partially of the nature of (axes. Such, 
for example, are the pni^ea jmid by the consumer.^ of coni- 
moditicR sold by the Slate, and /cr* ftir .wrvh'es rendcnKl. 

If the State has a inonop<»ly and (ixes prices or fec.s above 
what would be the case with natural competition, the extra 
price or fee is of the nature of a tax. If the State com- 
petes with other agencies and charges only competitive 
rates, this clement of direct taxation vani.shes. If, as is 
often the cast;, the State charges less than cost price (in- 

• C/- Dowell, llistf>ry of Tat(iiion% I-, P- 50. 
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su|)[>loiiu*iU;irv t oils')* llu' lU'lu-il iinis( Uv nirt 
oiIu‘i* hiXi's, itsoU* is oT tliv naUin* a iKumly 

roiiSMlliptionJ 


I'V 

OU 


1 1 is (o 1)1' oI>soi'vchI I lull in a sonsi* cvcM y lux tI»uL is 
loviod for tin* i»ood inu}- U* rej»ardcil as proviiUrij^ 

ill its cxpciulilMn* a quid pro qtof^ and some wrilers Iiavc 
luiiloavonivd lo trout laxulion unliroly from this point of 
view. It sootns host* however* in tlie modern Slate* to 
apply the term lax lo payments which are made prima- 
rily lor the pnl>llo servieo ami In which tlie benefit to the 
individual is not primaril)* considered. Thus (he income 
taxpayers cannot connect I heir payments with any par- 
ticular advantage, 'fhcrc are other payments in wliich 
the pnblit' service is preilominnnt* but an element of 
private advantage may be disco vei'cd registration 

ices for marriages). In othei*8 the jniblic service becomes 
of less* and the private of more* concern— as the expense 
of State railways* partially designed for strategic purposes 
in lime of war* but generally conducted on the lines of 
privatif enterprise. finally* In some payments to the 
State the main object is the special benefit to the indi- 
vidual* amt the public purpose is only incidental* the 
jjarrel post. 

(«) In inudern times the revenues of the State lliat 
imitate most nearly voluntary contributions for the public 
services are those derived from public loaJis. To meet 
extraordinary expenditure (as in war) a loan is contracted 
and subscription to the loan is voluntary. The clement 
of compulsion* however* Is only tran.sforrcd from the 
present to the future taxpayer. Interest and principal 


* C/. Sell gin an, rssatfs on Taxation, p. 303. “Atone extreme lie 
prices which dcpeiiU upon the relation of the government to some particu- 
lar industry or imlividual ; At the other extreme he taxea which depend 
upon the relation of ihe government to all industries ami all individuals ; 
midway between thc.se extremes lio fees. The essential cliaracu*nstic of 
a/ee is the existence of a measurable .special benefit, togHluT wiih a pre- 
dominant public purpose ; the absence of public purpose makes ihe pay- 
ment a prici* ; the absence of special benefit makes it a <ax." 
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can only Ihj {mt\ out of fulure taxes. TJiis elementary 
trutli, whirls has been painfully learned by the central 
"oveninienl. is now being rapidly unlearned by tlie inn- 
nicipuUties. used to be sai<l that an old tax is no 
tax ; we now se<*ni to believe that a fill lire tax is no 
tax. Loans for )»rniluetive purjHises, redeemable out of 
I lie rovimues earned over a term of years, are of course 
on a ilifl’erent footing. 

if) Taxes arc nominally imposed upon various forms 
of wcaltli in the widest sense, but as i’rofessor liastable ^ 
often iusisls, all laxiUion is really iiiipo.sed on '^persons.** 
This pro]Hi8ition is derivative from the general concept 
tion of wealtlk. One <»f the essential marks of wealth is 
appropriation, and taxation is a process of transferring 
wealth from jnnvate imlivhluals to the State. Every 
puidic lax climinishes so far the wealth of private indi- 
viduals. It is of course true that in most cases tficre is 
Kumc sel-otf to tlic disutility of taxation in the utility of 
the govcniiuciil, and the utilily may exceed the disutility 
even to the particular payer. Occasionally, also, tlio Ini- 
position <if a tax may indirectly beneht certain persons, 
as in the typh^al case of )>rotectioii duties. 

It is, however, in a general survey, best to look on 
taxation as involving in it.self a contribution on the part 
of persons on the compulsion of tlie State, and to con- 
sider separately the benefits of public expenditure, anrl 
the economic, constitutional, and other limitations imposed 
on tlie exercise of this compelling |)Ower. 

Professor Jlaslablc’s dcfiuition of taxation sums up in 
a convenient form tlie |iriiici|>al results of the foregoing 
analyses: ‘'A tax i.s a rompnhon/ contribution of the 
wealth <»f a peraon^ or body of persons, for the servic^n^ 
of the puhlic powers." If the State is already the owner 
of all the forms of wealth tliat it ref]uii'es. no taxation is 

• 0/>, fit. p. 

^ This lie 111 ral pbraM.' U preferable lo *' ilie common benefit or interest’' 
SoItgmAn. |>- :»04. 
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nccessuiy; it ll mpiiifs nion* wivilth, il inust make it 
(industrial domain) or take ii (taxation). 

It is not iioccssary for uconoinic [mrposcs (o ini rod nee 
any dillicultics conmT*lc<l willi ‘•juristic “ persons. In 
the last resort juristic persons for the jmrpose of taxation 
are resolvable into private pet’soiis. A lax o)i the ineonic 
of a conii>any fulls on the separate incomes of the sliure« 
holders ; taxes on a borough or county (common forms 
of nicdiicval taxation) fall on the jJtn-sons wlio lonstitiite 
such corporations. 

It may be observed that what is (irst imposed as a tax 
tends to become in some eases a form of State ownersliip. 
A laiubtax regard e<l as perpetual bccome.s a renUchargo 
owned by the State. Thus the expression Unit an old Uvx 
is no tax really means, in this case, that taxation Inis been 
merged in State ownci‘$hip. The real incidence of the 
original tax is upon the original owner; at the imposition 
of the tax the value of Ins pi'O^ierty is <liminished by the 
capital value of the tax.* 

* C/. Seiigmnji on '*CapilHU«iUon ur AinorH»iUu»ii.'' Jtti'/tfrui'r o/ 
y‘rtjrnf^o«, nk. 11., Cli. IV. 
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TMK CANONS Or TAX ATCON - • EQUALITV. 

§ 1 . /{ilttm Smilh s CtoioHx o/' Tfurifwif — Fo'a/^ Utjua!- 

if if. Tli<* tivalriient oj’ I lie ^eia^ral i)rim;t|»lcs of taxation 
may well bej'ln u idi a eritical analyslK of Adam Sniitli» 
cfolel)i‘aUvl eanons. The truths wliioh they cmlxidy may 
no I«* si’t fortli with greater lojjieal lu’cclsloii, and 

with a mnefi j^realei* profusion <jf technical lan^ungo; but 
as stated l)y him they liad Huflicieiit encr^^V to enable a 
series nf j^reut liimucial refonners * t*» completely revolu' 
lionise the liritish system of taxation ; arnl they have 
fornieil the text for the most <'onsi<h;rublu part of tfio sub- 
sequent <*omiiienlai'ies on the "cjjcra! theory.^ 

'I'lie first eiMunn of T^rrntion^ staled In full, is 

found to contain tliu^erins <»f several distinct theories of 
what C(»nstitnt(*K etpial or just or eqnitibhic taxation. It 
Is too often qimted in part only, the part omitted l)eiii|? 
often rediscovered arnl in.serted by way of criticism or 
supplement. 'I’he full statement nin.s thus : — 

** Tim snhjccls nf every State to contribute towaril 

the support of its government, ns nearly as possible in 
proportion to their respective ahilitie.s that is, in propor- 
tion to the revenue which they respectively enjoy under 
the protection of the Slate. 'I'lie expense of government 
to the individuals of a great nation is like the expense of 
management to the joint tenants of a great estate, who 

• Cy. GIs»l.stone*s Fot'/nrinl 

^ F. A. WaJkrr (PoiUfrot |). OUJ) intl^cd cliflrgcd Aclain 

Smith with “feebfene«** ami *• wjtntof srasp’* In his treatment of Cix- 
atjon : but a fourth part of tlie IVeaUh <>/ yoUous can never bo justly dc** 
scribed in such langua^. 


2 C 6 




juv ;^ll lo foiihibnCv in lollioir rcsjicr- 

tivc intorosls in tin* fsiiUt*. In llii‘ nUsi'vvation in* m*<rUH*( 
lliis maxim ron.sisis what is <*aUo<l tin* iM|njiUly ov ine- 
quality of taxali«‘n. livery lax, il in list ho nlisorvccl once 
fov all, whii'h falls liiiallv upon niio only <>( tin* iht'ee sorts 
of ro venue ala^vo moiitioneil rent, waj^os, pro lit s') is 

neoessavily uuetjual so far as it Uoes nc»t alVeot the other 
two. In the follovvitij; e\uininali<ni of dilVerciit taxes I 
shall seKlom take uun li further notice of this sort of ine- 


quality, hut shjill in most i*nses eonriuc iny observations to 
that inequality wliicli is exer<*ise(l b^* a particular tax fall- 
ini^ unequally upon that particular sort of private revenue 
which is afTec'tcil hv it.” 


§ 2. nntl 'To he^iu with, the use 

of the plirusc the subjects ou^ht ” implies that it is the 
duty nt the subject to contribute, aiul I he right of the 
sovereign to impose, taxes. 'I'luis llio riglit of taxation 
may bo derived <lirectlv from the conception of sover- 
eignty— which again hring.s to view the t'ornpufsor// char- 
acter of the contril)aiion. 

'i'his doctrine of sovereignty as the )>a.sis of taxation 
finds important illustrations in history, 'i'axes have been 
imposed, not for the value c»f the real revenue they may 
bring in, nor from any idea of public advantage, nor even 
for the private advantage of tin? monarch or other per- 
sons in authority, hut simjdy to show lo the subjects the 
right of the sovereign. It was the determination to insist 
on this barren and malignant sovereign right wliich led to 
the retention by tlic British government of tlie threepence 
per pountl duty on tea, ‘•that figment of a tax, that pep- 
percorn rent,” ami of the stamp duties that never paiil the 
cost of collection, — “shearing the u'olf," — that lost the 
Hritish the Aiuerlcau colonies. 

It is not often, however, especially in modern times, 
that the ste volo $i<! jubeo Is considered sufiicient authority 
for new taxation, and the piiic and simple doctrine of 
sovereignty has been mitigated and complicated by other 
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political lljoorics. TIk? Aincricuiis (aiul on their siilo 
\v<iro st)ii)c of the j^iTutcst of KjioUsh statesmen) opposed 
to this absolute doetrinc tlie groat const itutiouul rule, 
that taxation ought to Ik? coincident witli n'/m^apnlatioa 
— that (Mily those wlif> .shared in the power sliould be 
called on to i>ear (he burdens of governiueiit, a position 
lieartily upprovetl of by Adam Smith* and made by him 
llio basis of Ins great scfieme of im|u*rial rc<leration. 

'I'hc* whole <*ourse of eoii.stitutional history is marked 
by till* struggle of ihc payors of bixes for tlie c^ontrol of 
taxation. Anil (akiiig a general view, it may be said that 
the Imnlen of taxation tiOids to fall nuKSt liglUly on those 
win) iiave tin* greatest |M>lilical |)ow<n'.^ 'rhu situation bi 
the 'ri'ansvaal l)eforo tlie war furnished a forcible (llustra* 
(ion of tills <laiigi*r. 

And the rclat ions suksisliiig hetween taxation ainl rup« 
reKOUtation in the I'nited Kingdom ibself .show (Imt the 
adjustment is not yet perfect — if* indeed, perfection of 
adjti.stment is pns.siblc. Thus, at one end of tlie social 
scale many wealthy women and at the other many jK>or 
able-bodied men have no share in representation, altliougli 
our present .system of taxation hits b<»th .severely. Again, 
as already explained, taxes fall upon |>crsons, but repre- 
.•mentation is assigned to loealitlos, ami the localities only 
correspond very roughly toj>o|mlation or lax|>aying capac- 
ity or both. Tlic jjre.seiit representation of Ireland was 
partly excused by its antlior on the ingenious theory that 
the greater tlie distance from (lie seat of government, the 
greater sliould be tbe representation. 

The doctrine of sovereignty a.s the basis of taxatiem, 
logically carried out, re.sults in the maxim that a govern- 
ment should impo.se sncli taxes as are ^Mnost easily assessed 
and collected" (AfcChilloch). Just as a general looks to 
the efliciency of hi.s army as a whole, and is prepared to 
sacrifice an3' portion if neccssarj', .so it may l)e said that 
the State should not regard tlie particular Interests of 

* On<* of tnith in lyona's 
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iiuUviihuils, Imi vullirr llu* jinwi'i* c»f (In* SluU? 

5is a wliolo jMul wlial is nuisi roMilitciv<* lo llial jiDWor. I)i 
liiuos ol iinlimial jn'rll, wlu'U llu* ^'xisli'iu'c oi tlii* 

SCato is eoiK'Oi'iiciK tins vIi'm* stviiis in inei't with ^cnoral 
aiajuiosoemv. I»n( in onlinarv limes in llu* inodcni Slate, 
such a ei>mj»lele saeriliee of the imliviihial Is never con- 
lemplated. ami I lie soveivijjii pciwer in laxatinn is sup- 
posed, even on MeC'nIloeirs view, in be used in tlie way 
‘•most conduelse io the pnblie interests/’ Ami sijice one 
of the pi-imary public needs is the equitable treatment of 
individuals, we advance from the general proposition tlmt 
llio subjects oiiglit to contribute to the support of the gov- 
ernment, to the important qnalilication, that they sliould 
do so ‘MIS nearly as possible in pro|Kn*tion to tbeir respec- 
tive abilitieB.'' Adam Smith goes on to explain, that the 
measure of abilities, in his view, is the revenue enjoyed 
under the protection of tlie SUate, and tlins tlie natural 
result of bis first canon is that taxation sliould be pro- 
portionate to revenue. But this simple interpretation has 
not always been accepted. 

§ 8. E<^uali(i/ q/ Safrificfi. The critical examination of 
the term ‘Mibilities discloses two very different bases of 
taxation, which may be described provisionally as sxihjec^ 
the and ohj^ctix^ty according as stress is laid on tlie tneen- 
venitnet or involved in the payment of taxes on 

tlic one side, or, on tlie other, on the ability or faculty ^ of 
th(j taxpayer as indicated by his property or income. The 
ilevelopment of the subjective basis of taxation leads to 
the principle of equality (yi Bacrtfcc. “liquidity of taxa- 
tion,” says Mill, “as a maxim of politics, means apjiortion- 
ing the contrilmtiou of eacli j^i-son toward tlie expenses 
of government, so tliat he .sliall feel neither more nor less 
inconvenience from his shai'e of the payment tliaii every 
other person experiences fi*om his.” It is true that Mill 
— as is Ills wont — hastens to add that this standard, like 
otlier .standards of perfection, cannot be completely real- 

• Sec below, § 7. 
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iscd. A complete milisution, imlec<U would lojyicall}' end 
In coiinmuiism. Tlio sacrKicc involved in payin" taxes 
will vary, not <»nly to liow much is taken, but 

how nuieli is h'I’l. And if the real burtlens are fo bo 
(H|Ualisc‘<l ill tliiK way, if, as the lesiilt of taxation, all are 
to be left equally comfortable or xincomfortablo, \vc arrive 
lo^icall^' at romniunism. Unt, ultlioii^b this extreme 
jtosilion is not readied, the standanl of equality of sacj'i* 
ti(*o (or iiiininmin of disutility^), is put forward as the 
))rineipal ground of various praeliesil itKalincntious of 
systems <»f taxation. 

§4. .1 Ftre Mnthfium Iitcame.'^ In (lie first place it 
may he nr^ed that if taxation in tlie ease of A leads to a 
sacrilii^e of ^N)e<'essaries,** whilst in tliat of 11 the sacrifice 


is only of '• sup<'rnuil ics “ or ••luxuries,** the burden of A 
is inliniti'ly grejiter. Amt since w<* eaii never establish 
erjnalily between tbe inlinitc ami (lie finite, it follow.s us 
a pr:ii'ti<*al maxim that the nocossary minimum of ineoine 
mu.st be exempt altogether. 

'The distimtion, how<wer, between ••necessaries" and 
••luxuries,** as A<larn Smith pointed out. Is <nnicult to 
draw, espei'ially in eoimnunities ailvancing in civilisation ; 
and tlie critical analysis of later writers has increased the 
uiunher and weight of tlie dilliculLies, so that M. I'uri- 
taleoni ^ is i minced to ex<4aim that the <listinction between 


necessary and superfluous wants is untenable in nearly 
every sliajx? in whic'h it has been presented. A want 
wiiLcli might be d<jeined a luxury for one individual may 
be a necessary for another, and what is true of individuals 
is true also of social chisscs, as for example, brain-woi kcrs 
and band-workers. 


» CT- KilirwortU, “ Pure 'Hi x a iron," Pi. III., E^ounnic Journal, !>v- 
cembpr. lSe7, for si very .'ible aint ksinicU illscussion of the sacrlfjce theory 
of taxsition on nlUliariaii prinriiaeA. II© prefers to state tbe ideal as 
" inhiiinuin " A.ifrifire jjiMead of cf|nal. and Uiis staiemoni aeom^ tbc more 
logical on tbc pim* uiililarinn lh©'»ry. f)n p*ounds of formal ju^^tice tlio 
equality of »teiiticc may be prekTrert. 

^ For oarlv oxaiuples, sw Powell, //fxfory o/ Taxation. Vol. L, p. 75. 

Pur^ S(ouomiC9. p- '"I. 
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1 ho ilirterouci* iilsu l»ri\vooii iho ox|KMisicin ami the con- 
liuclioii of wauls may [io In lorwanl. An iiiomuso 
of wealth, as, loi* examplo, tho graihial iiiuivaso in income 
obtainoil hy the j^TiJWlh of |u)Wor atul skill, leinis (o tliu 
positive expansion of wants in a aoionuinalc order, ami 
the eonsu nipt ion of -'sniKTllnilies *' is increased. 

If, Ihereafter, the ineoino is eontraeted, as by taxation, 
a compression of wants, or a curtailment of their satisfac- 


tion, must take plaee, but this expansion will be 

ilitferent from the previous positive expansion.* And it 
is well known that '• necessaries" in the sliape of food are 
often curtailed before “superfluities" in t lie shape of stimu- 
lants, or even ornaments. Thus taxes, wliich ai*e supposed 
to full only on “luxuries," uniy in effect check llie con- 
sumption of “necessaries " which are left iiutaxed. 


It may be said, however, that the principle of a free 
minimum income has been |KU*tiaIly applied in the United 
Kingdom : in the ubolilion of most taxes on sucli 

neccssuries as food, clothing, fuel ; and in the ex- 

emption trnm tUrect taxes of incomes below a certain mini- 
mum and also ol savings in tlio sliape of insurance. Jiut 
as regards indirect taxation in general, it may be said that 
a considerable part of the revenue from stimulants (alco- 
hoi, tobacco, and tea) is derived from per.sons wliose In- 
comes are below what i.s generally considered a reasomihle 
minimum for the standard of comfort, and the same tiling Is 
true of some forms of direct laxe.s, c.y.s various loral rates. 

And however plausible tlie doctrine of a free minimum 
income may appear, it is always limited by the great prac- 
tical rule that taxes must Ik* productive. 

§ 6. Equality of Saenftee and PrwfreHsivt Taxation. 'I'he 
principle of iM|uality of sacrifice is also u<lvaii('i!d in support 
of graduated, or progressive, taxation. And at first sight 
— having regard to the Jaw of diminisliing utility — 
equality of sacrifice seems iiecessaiily to lead to progres- 
sion. We may suppose that the mon? money any person 


* Pan i5il coni, Pure EeonoiRiee (Iraiislation), p. 53. 
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lias (wlicthi*!* us C5i|Mtui or inromo) tiic less is the utility 
io him of su<*(*(‘ssive increments, uiul therefore the less the 
• lisulilities of ihurivmenls caused by taxation. It seems 
to follow that a ^ivutt*r amount shoiihl be taken from the 
relatively ricli, ami that a merely ocpial percentage would 
not involve equal real suiailicc. 

It is, however, one thing to admit that equal percentages 
<lo not involvi* e<iual real sac r dices, ami quite another to 
fovmulal<‘ any ralimial scheim* of progression merely on 
the theory td ntilily and disutility. 'I'he judgment of 
Professor Pasiablc is in c'ompicte accord with the general 
views <»f the theory of utility adopted in various portions 
of this work (c.//., the (u-oblein of consumers* rents). “The 
4'ccinomic eiilcnlns,*' he writes,* “is not at present compe* 
tent to deal with such com par I so us (c.p:-, the real sacri- 
licos involved in the taxa(i<iu of dilTereiit incomes). The 
weight h‘st cliniioiUy that the theoretical advocates of pro* 
gression have to meet Is the cs.scnlially subjective nature 
of their standard. Tin* trunslation into an objective rule 
of taxation can only l>c accoinplislie<l i>y the aid of assump- 
tions as tc^ the relations of oujoyment in different classes 
that must contain a large clement of conjecture. Iho 
luotlcrn dcvclopincnts of the theory of utility fail to supply 
any (UTmiti* practical basis on which to frame a scale of 
prog rcssion.’ 

The opinion of Professor Seligman to the same effect 
is also w*)rthy of citation, especially as on other general 
grounds he Is incliiie<l to sup|M)rt the principle of progres- 
sion. -‘'rhis brings us.*' he writes,* “to the very core of 
the objection to the equal sacrifice theory regarded as the 
paramount consideration in the construction of any defi- 
nite rate. 'I'lie impasition of equal .sacrifices on all tax- 
payers must always remain an ideal impossible of actual 
realisation. Sacrifice tlenotes something psychical, some- 

' Ptthlif Ftuanf^r. |». 297 - 

- Tify'idon, p. 14:;. This is *n esceJlent critical Study ot 

the theory, history, and practice of progressive taxation. 
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thing psvcliologioal. A tax takoj^ away commodities wlorli 
a IV something maleriah soiiioihing tangihU*. '\'o ascerlain 
the exact volutions iK'tWi'on somelliiug psycliical ami some* 
thing inutovial is inipossihle. No ealeiilns of paijisund picas* 
urcs cun sniVicc, for no :i(toin|d to reduce (he heterogeneous 
to the luimi>geneous can ever succeed, lint even assuming 
that this could U* done, the case for llie advocates of equal 
sue ri lice would not he much better. The sac ri (ice ocoa. 
sinned by a tax is only one factor in tlio prcd)lenu and may 
be a minor factor." 

I entirely agree with this jndgmont, and tlie theoretical 
anti practical importance of the last sentence will receive 
abundant illustration in the sequel. At the same time, 
liowevor, it may be admitted that the Ideal of equality 
of sacrilice, altliouglj vague and ill-defined, is one of tlje 
supports of certain kinds of exemptions and progressions. 
It may be regarded rather as a canon of critici.sm of the 
unjust than as a rule for the instruction of the just. 
Thus, if it can be shown that certain kinds of taxes 
necessarily involve very unequal sacrifices, so far sucli 
taxes are condemned, or. what comes to (l>e same thing, 
if they are adopted .some kind of compensation should be 
introduced, either in taxation or in expenditure. In juost 
cases, liowever, it will be found tliat the sacrifice involved 
is only one of the elements to be considei*ed. Taxe.s 
on necessaries, for example, may be condemned on this 
gi*ouiul, but tlioy arc also open to other objcctiojis. 

Tlie Idea of equality of sacrifice, we may conclude, ha.s 
much more political force than it is entitled to on the 
grounds of th<f pure theory of utility. Tlie recent re- 
adjustments of the exemptions and 1*010 issions in the 
EngJisli income tax wei-e partly justified by their ap- 
provers on this ground, and so, also, was the progressive 
scale of the new succe.ssion duties. 

§ 6 . Sacrifice and the Sonrcee of Income. Before leav- 
ing the principle of equality of sacrifice it may be worth 
while to notice one more favourite application. It is 


VOl. III. — T 
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€alleged that a tax on income ought to vaiy according to 
tlie source of the income — that, in particular, incomes 
from realised wealth, c.//., land, should be taxed ut a 
jliighcr rate than incomes from talent, and professional 
;«aiKl business capacity — or more generally, that terminable 
ijkcoines should he taxed at a lower rate than perpetual 
jlineomes. In its practical form this discrimination is jus- 
tificd on the particular ground that the professional man 
is obliged to put asitle, by way of insurance for him- 
self or his family, a larger proportion of Ids termijuible 
income. Tlius thci-c i.s a smaller fi*ec income from winch 
to pay the tax, ami consequently a gi*cater sacrifice. It 
may be observed lliat in tlie Knglish income lax exemp- 
tions on the ground of insurance were reintroduced by 
.Mr. (»ladst(me in 18 od, and have since been continued. 
In llie ease <jf Mr. (ilatlstone, however, this must be 
regarded as a political concession, inconsistent with bis 
general treatment of the income lax. No man ever 
showed more clearly than Mr. Gladstone the inequalities 
of iliu income tax, hut his general conclusion is tins : ^ 
“'riierc aii*. it may !«?, certain distinctions between each 
of these eases ; but what J SJiy is this, — tliat wljeu you 
come to define these distinctions ancl to try to make some 
broad ground upon M'Idch 3*011 are to take 3* our stand, 
and to say here y<Mi will he excnipl, there you shall pay 
the exccjJtional rate <jf lax, there i.s not one of the classes 
that I have meiitioiu'd with respect to wliich you will find 
it possible to lix as the limit of this intended operation. ^ 

The exemption of a part of tlie income saved for insur- 
ance shows ver}* well the difneultles of discrimination. 
This exemption discriminates Iwtween forms of investing 
.savings in favour of one ; if a man invests part of his 

* FinanfM p. 4"*. 

• Space Uoes not admit nf furUicr quotation, but the reader may be 
reminded that Mr. Giadslonc'xgre.at Budget apeeclics conUio some of the 
best expositions of financial principles ever inadt*. though this side is apt 
to be overlooked througli the attenUoo given to the practical details and 
emergencies of the times. 
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i.ieome iu higla-,- vdxK-.niou for l.U d.iiaroM, ur in buying 
his houso or li.rm by inslali.iciils, or in uiiv of llio multi- 
tiulu of oilii-r iiuliivvt iiio.los of provi.ling for the objects 
of insiinincc. lie Ims logically an equal claim to exemption, 
but pructieaUy lie obtaiDs none. 

§ 7. T/n- Facidttf Theory of Taxation, Tlic develop, 
lueiit ou the ohji'ctivv side of AiLim Smiib':s position, that 
the subjects ought to contribute in proportion to their 
alalities, Icuils to tUa faculty tlieory. - The faculty theory 
of taxation is very okl. The word ‘faculty' is the usual 
one in Latin and French for tax laws and is the general 
term employeil in all the early American laws. For a long 
time, liowever, the best practical test of faculty was sup- 
posed to be general i>ro|>erty. Tims all through the Mid- 
dle Ages, when local taxes M*ere levied at all they were 
assessed on general i>roi>erty, on the principle Juxta bonorum 
facultatmiy or pro bonorum facuUaU:' In England the 
word *• ahility ’ is lirst used in a general statute in the Eliza- 
hetliim poor law ^ •* according to the ability of the i)ari 5 h '' 
— ability being iiiterjnctcd to mean property. Later 
on, from meaning jirojierty. ability or faculty came to 
mean income, and Adam Sinitli explains abilities to mean 
J'c venues. 


Tlic great merit of tlie faculty theory is that it sub- 
stitutes an objective fur a subjective standard. It does 
not look to tlie feelings of the taxpayer, but to the 
money value of Ins taxable capacity. The State takes 
more from the ricli, not because they will feel it less iji 
proportion, but because tliey have more to give. 

Lut althougli the faculty standard is objective, it does 
not follow tliat it is .simple, and wliat is the pro|)er meas- 
ure of faculty is still a subject of dispute holli in theory 
and in practice. Historically tlie rule of simple proper* 
tion has been gcnendly adopted. But it is worlli observ- 
ing that this rule was first of all Insisted on in order that 
the property of various privileged classes should not be 


> Seligiuau, op. cit., p. 120. 
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exempt. Tliat subjects shouhl contiibute in proportion 
to their rcveinies was <Hrectecl against the privileges of 
the nobility, clei^y, aiul olhor favouretl classes. 

In course of time, howi*v<M\ the niotbocl of simple pro- 
portion has been attnckeil with reference to both extremes 
of the social scale. 

§ 8. Fnt'Mlttf and a Minimum Free Incoyne^ In tlie first 
place it luis bc<m muintaine<l that the nuiiinunn of subsist- 
ence onglit to be cxeinptiMb not as before, oi* account of 
the inllnite siicrillcu )rivolvc<l, but on purely economic 
groiimls. It is argu<'<l by Ricardo (bat if minimum real 
wages are iliMunisli<*<l )jy taxation, tbu result will bo a 
(liinimuion of lal«>ur until the wages rise by tlic amount 
of tlu* lax, so I bat tlic rvnl iuchlence will be on the riclier 
classes, whilst tlu^ process of transfer will involve a loss. 
This argument may be .s(i*engthened by the modern posi- 
tion tliat the roiiscqiient degrudalion of labour would lead 
to iucnicicncy, and (hut the State would lose more indi- 
rectly tlian it gained dij-ecUy. It may be strengtbened 
alsr> by tlic position lliat [»iin|>erisin would increase, mid 
willi pan{K'risni [loor rab's. 

'laxatiou wbicb <liniinislies tlie general eniciency of 
labour dliniuLsIies I be whole faculty of tlie Stale, and is 
tlicreljy on the simple faculty theory suicidal. 

§ 0. Fnmdt// <nul Cnpifaf. It was soon .seen, however, 
that a similar argument nuglit be applied to capital and 
profits, 'raxalion which prevents productive capital from 
being restored and renewed also so far tends to diminish 
the general faculty of the owjiers or employci's of capital. 
Accordingly, it has been maintained, tliat on the faculty 
theory taxation should only be imposed on the net profits 
of gross incomes and on the not value of property. That 
taxation ought, as far as pos.sible, to leave unimpaired the 
prodiictive powei's of the society — including land as well 
as labour and capital — may be regarded as logically im- 
plied in the faculty theory, and i.s practically one of the 
most important rules of finance. 
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But it does not follow that the general rule is best 
applied by being insisted on in every particular ease. To 
exempt from taxation a cortaia nuiiimum rate of profits 
would lueuii that more luu.st be taken from the higher 
rates, and thus a tnvmium wonhl be jilaced on ineillciency, 
and a check imposed on cnterpri.se. 

§ 10. Tfte Income Tnr, The British income 

tax is a good exiunple of the npplicaition of the simple 
faculty theory, the proporlii)n being tempered by de- 
gress! oti> in incomes below certain specified amounts. In 
appearance the income tax is a simple tax of so many 
pence in the pound on all incomes above seven hundred, 
with various abatements for lower limits. Bnt in reality 
the income tax is, as Mr. Gladstone long ago described 
it, not a single tax, but a great code of taxation. What 
is and is not taxable income — what, for example, is to be 
put down as profits, and what is to be deducted for 
repairs — can only be decided by reference to a complex 
set of judicial decisions, intcipi'cting various complex 
statutes. 

Great ns these difficulties are, however, — and tliey are 
so great that Mr. Gladstone over and over again declared 
the income tax was not adapted to become a permanent 
part of tlie liritish tax system, — they are as notliing com- 
pared with the difficulties of the sacrifice theoiy. The 
faculty theory remains objective. 

More recently it has been pi'oposed to abandon the 
method of proportion at the higher end of the scale, not 
only to exempt the minimum, but to impose progressive 
rates above a certain point. 

§ 11. Faculty and Proyreenot Taxation, Tlie x)rogres* 
sive method may be supported on the faculty theory on 
the ground that ^^the facility of increasing production 
often grows in more than arithmetical proportion. The 
rich man may be said to be subject in some sense to the 
law of increasing returns.”* Money makes money. The 
* C/. Bailable, p. 200. 


^ Seligman^ p. 101. 
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objections usually advanced are : (a) tliat any sCi^le of 
progression will be arUtrar^,^ This objection, however, 
appears to me purely formal. It is equally applicable to 
every part of the whole tax system compared with the 
whole, as, for example, the relative proportion of direct 
and indirect taxes, and again* in cither group of the 
relative amounts assigned to particular kinds of taxes. 
(l>') It is alleged that the motives for evasion are stronger, 
and tlie means of prevention loss effective. In tlie case of a 
progressive than of a pro|jortionul tax. As regards 
motives, it would rather seem that where tlie harden is 
less felt, tlic desire of evasion would also be loss felt. As 
regards the means of prevention, it is urged tliat a pro- 
gressive rale conhl not be levie<l at the source of tlie 
income witli the same ease as a proportional rate. Hut, 
altiioiigli the [>crsoiial methml of declaration must lie 
applied t<i the snr|»ius, it will still he a.s etfective ns in 
otlier cases, ami the chance of evasion may be allowed for. 
Similarly, the ohjeution that progressive succession duties 
will lead to giCt.s intrr applies only to the tlonations 
aflVc:to«l, and it may he silid that gifts intei' vivo$ arc more 
likely to be in the public interest than purely family 
successions. 

(r) It is said that the.se will be a check to accumulation 
and an encouragement to the exjKirlation of capital. 
Both of these objections, however, apply to all taxes on 
capital, anil in a society in winch accumulation Ls going 
on at an increasing rate they arc Jiot of much force. Of 
greater weight, it seems to me, is the objection that pro- 
gressive taxation tends to act as a differential tax on 
production on a large scale, and may thus hinder the 
natural employment of capital. The force of this objec- 
tion, however, depends entirely on the degree of the 
taxation and the rate of progression. 

(d') It is said that the productiveness of a progressive 
tax on income is not as great as is popularly supposed. 


Bastable, p. 202. 
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I'lio obvious answor is, i ha I if on IkiUiiht — ufUn* allowiiii^ 
for iiuUroct an<l diroi’t losses — llioiv is any appreciabli* 
yieUh i( so far oualilcs relief (o be jjivou in aiiotber diree- 
tion where tlie in jury to faeulty (not io recur to the real 
burden) is jfreater. 

t)u the whole. 1 am inclined to tliink tliat on (he faculty 
ihcoi'if a moderate rate of j>i*o<7ression might he advan- 
tageous as regards iueoine, as it has proved to be as re- 
gards snovession iluties. '‘It is not very unreasonable," 
says Adam Smith, that the rich should contribute to tlie 
public expense not only in proportion to their revenues, 
but something more than in that proportion."* 

§ li!. Fuf'fdti/ anti Sources of hu'otne. The application, 
liowevcr, of tlu* simple metho<l of proportion to income 
or property maybe further modified on the faculty theory. 
\Vc may consider (as before on the sacrifice basis) not 
only the amounts of tlie wealth, but the sources of such 
wealth. From the national point of view, tlie best system 
on the faculty theory is that whicl) least impairs the 
productive powers of the society. As we have already 
seen in con.si dering the economic bases of property and 
the principles of the distribution of wealth, the adjust- 
ment of reward to effort is the great stimulus to labour, 
accumulation, and generally to industrial activity. Heavy 
taxation has been proved over and over again to be tlie 
greatest check to industrial development. But there is 
a large class of incomes which, compared with ordinary 
profits and wages, may be classed as “unearned," and it 
may be argued that taxation of these incomes does not 
impose a cori*espondiiig check on industry. “ Both 
ground-rents and the ordinary i-ent of land,"^ says Adam 
Smith in a path-breaking passage, “are a species of rev- 
enue which the owner in many cases enjoys without any 
care or attention of his o\vn;thougli a part of this revenue 
be taken from him in order to defray the expenses of the 
State, no discoui'agement will thereby be given to any sort 

* KichoUoQ^s edition, p. 310, C. 


> p. 370, McCulloch. 
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of industry. The nnnunl proiluce of the lainl and labour of 
tlie societ}', tliO real wealth and revenue of the great body 
of the j)eo])lc, might be the Sjiine after such a tax as before, 
(irouiul-roiits and the ordinary rent of land are, tlierefore, 
porliaps, tlie species of revenue wlucli can best bear to 
liavc a peculiar tax iinjiose<l upon tliein. Oround-rents 
seem, in tins respect, a more proper subject of peculiar 
taxation tliun even the ordinary i-cnt of land. The ordi- 
nary rent of land is in many cases owing, partly at least, 
to the at lent ion and good management of tlie landlord. 
A very heavy tax might <liscoiirage too much this atten- 
tion and goo<l management, ft round-rents, so far as tliey 
cxcecal (he onlinary rout of land, are altogether owing to 
tlio gooil govcrinnont of tlie sovereign, wliioh by pro- 
tecting the imlnstry either of ihe whole people or of the 
inhabitants of some particular place, enables them to pay 
so much more than its iral value for the ground which 
they build Uicir houses u[)on. Nothing can be more 
reasonable than that a fund which owes its existence to 
the good government of the State shouhl he taxed pecid- 
iarly, or should contribute something more than the 
greater part of other funds toward the support of that 
government." Later on, Adam Smith applies the prin- 
ciple still further, and argnes that the gains of monopo- 
lists, whenever the}' can be come at, are certainly, of all 
subjects, tiie most pro|K*r for taxation.* Tins is indeed 
an obiter dictum^ but may be referred back to the position 
that all monopolies are creatures of government by gi’ant 
or sufferance, and that in the profits of monopolies there 
is generally a large unearned element. A similar argu- 
ment may be ap[)lie<l to “ ce/yw acta r ’* profits, and those 
portions of <2«««f“rents that may be classed as unearned." 

The consideration of the expediency or the justice of 
adopting “peculiar “ taxation of this kind may be deferred 
to a later stage.* 

§ 13. Faculty and Savinye, Other modifications of the 

1 NiehoUoD's edition, p. 378. ^ See below, Oh. XI., $ 5. 
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V % in the proposal that temporary 

incomes should be taxed less tluiu i»eniianent. So fur a.s 
this proposal dejH?nds simply on time^ i.e.^ tlie duration of 
tlie income, it involves u I’ullucy. If tlie teinporurv income 
is less durable, so also is the taxation thereof. Sometimes 
tlie extreme position is taken up (as in one place by Mill) 
that only expenditure and not siivings ought to be taxed. 
This argument rests iwirtly on the fallacy of double taxa- 
tion — which was subtle enough to deceive Mill, hut 
ha[)pily no longer requires refutation^ — and partly on the 
assumption that saving is a seci*ctory process which builds 
up the social system, ex|)cnditure an excretory process 
tliat wastes it. I need not pursue further this tempting 
physiological analogy, nor again diverge into a discussion 
of the social functions of saving and spending. It is 
more to the present purpose to observe tliat the modi- 
ficatioiis of the faculty theory in the directions just 
examiued and the proposals for i>eculiur (i.e., extra-pro- 
portionate) taxes lead up to the couKideration of another 
general basis of taxation — tliat, namely, wliicli may be 
termed tlie heuffit or social divulviul theoi*y. 

§ 14. The Benefit Theory of Titj-atton. According to 
this theory taxes ought to be considered ns payments for 
valuable eervicee rendered by the State to individuals. The » 
essence of tliis doctrine may be found in Adam Smith's 
reference to the revenues which are enjoyed under tlie 
protection of the State, and in his coin|Mirison of the indi- 
viduals of a gi'cat nation to the joint tenants of a great 
estate. It is easy to show, as Mill does, that if protec- 
tion is taken in its narrowest sign ifi cation, as a matter of 
fact the poor need more protection than the ricin and 
as a consequence, that the protection theory would lead 
to regreeeive taxation. But Adam Smithes own appli- 
cation of the theory, already noted, to the case of 
ground-rents and monopolies, shows that such a narrow 
interpretation is not justifiable, and has, certainly, never 
I See Basuble*8 Public FthaneCt p. SOS. 
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been appealed to in practice. The theory in its wider 
meaning implies that ihe State is a partner in all iiidivid* 
ual inulcrtakiiig.s l>y providing, not only for security, but 
for many other elements noce.ssary an<l advantageous to 
tlieir <levt*loj>nicnt. And as one of the members of every 
imlustrial purtnershij) the State is entitled to a share in 
tlie i)r(»llts. If, however, the theory even in tliis ex- 
tunrleil form is advnn<!e<l as tlic only just basis of taxation, 
and if taxes are to l )0 levieil only and exactly in propor- 
tion to tlie beiuTits rei’fived, tlio foundation is obviously 
too narrow for the o<Ulicc. It might serve to exercise tlic 
archi(e<'tiiral imagination of the pure tlicorist, but would 
1)0 allogetlier nnworkahle in practice. 

But tlie theory has a paiiirular application in tlioso 
cases in which the servii’cs remlered by the Stale an<l the 
l>cnciitH arcuaiing to individuals are easily discovered and 
estimated, aiul it is of special inip(»rtance in local finance, 
rhe terms ‘'fees** and "prices** arc, however, better 
adupte<l to tlie paymejits made f<ir special services ren- 
dered hy il»e State, ami the [U'inciplcs are considered more 
properly in connection with State expenditure and mu- 
nicipal trading. It is misleading to attempt to connect 
tlic payment of taxes by individuals with their supposed 
share in the genonil benefits of government; it is better 
rather to emphasise the distinction between “ fees " paid 
for particular services and taxes levied for general 
purposes.* 

§ 1.). T/te iS'octal Piotclton of TfJ.vation. Tlic benefit 
theory of taxation is closely allied with another tlieory, 
according to which the kiiid.s and amounts of revenues 
derived from taxation slioiild be adjusteil according to 
their social and effects. It is jio doubt true that 

In all cases tlie iii<lirect consequences of taxation are im- 
portant, and in some cases the pi-ovision of revenue may be 
considered as of secondary importance. Protective duties, 
for example, so far as purely protective are non-produc- 


^ C/- Seligman, on Taxation, p. 303. 
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tivc of revenuo. In Uio saino wny, (ho heavy <lntius on 
sunuiUints uio i>f(on jns(ilio<U not I localise (in tael) tliey 
yiolil a large ro venue, hut hoeanso (in theory) tliey eliecU 
.oonsnmption. Ailam i^inilli ivinarks (liat “it lias hecn, 
fi>i* some time past, tlio policy <'f (ox'at Urituiii to lUs- 
oourage the oonsmn|i(ion <if spirituous liipioi's on account 
of their supposed teiuleney to mill (lie health and eorrupt 
the morals of (ho common people.** The same Adam 
Smith, however, also slirewdly oliserves that “if wo con- 
sult experience (he cheapness of wine seems to he a cause 
not of (Irunkeimess hnt o( sobriety.' The inhahitants of 
the wine countries are, in general, the soberest people in 
Europe. People are sehlom guilty of excess in wliat is 
their daily fare. A gentleman drunk with ale has scarce 
ever been seen among us." Accordingly, lie concludes 
that if tliG <luties on foixd gn wines and the excises upon 
malt, heer, and alo were to be taken away all at once, it 
might indeed occasion in Great Urituin »a “pretty general 
and temporary drunkenness** aumiig the middling and 
inferior ranks of people, but won hi probahly l>e soon 
followed hy a ^)cnnanent and almost universal sobriety. 

Another of the social aims supposed to ho specially t 
adapted for attainment by taxation is (he more equal 
distribution of the national wealth. Mill's peculiar pro- 1 
posals regarding the laws of heqncst ami inlieritance 
were mainly justified by him on this ground, and in oftoct 
his proposal logically leads to snocessi<m duties, carried 
to the extreme limits iiniHiscMl by the c<inditions affecting 
accumulation and evasliiii. 

It is not necessary to revert to the general considera- 
tion of the communist LC ideal. It may sidlice iierc, (o 
observe that the same end may be promoted by tlic a<l- 
justinent of expenditure, and it would seem better econ- 
omy to aim directly at iinpi*oving the condition of the 
poorer classes than to attempt to make the poor less poor, 
simply by making the rich less rich. Heavy progressive 

> Op. eil., p. 200 . 
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duties wliii'li l<>p|M*<l away uU incomes above a certain 
amount would sotm become unproductive, whilst a wealthy 
nation, by general taxes, may provi*le for an increasing 
ninnbei* of social needs. 

'riio eriuaUsati<m of incomes by taxation is very like 
tlje social levelling by <Ioatb. 

On tbe general quest ion tlio summary of Professor 
Baslable seems temperate and well founded.^ “Tbe re- 
sults of financial e\'perienc<‘ are of some value in respect 
to tile use of taxation for other than fiscal purposes. The 
taxing [>ower lias often been employed to encourage in- 
dustry, to improve taste, to benefit bealtli, or to elevate 
morals, but in none of tliese ap|)lications lias the desired 
success bei'U oi»iaine<l. Tliere is, therefore, u presump- 
tion against its use in ixmie<lyiiig (lie inequalities of 
wealth. Its definite and univer.sidly recognised function 
is tiie supply of adequate funds fiir tlie public services. 
U'o mix np with one very important object another differ- 
ent, anil piU'liaps incompatible one, is to run tlic risk of 
failing in bi nil. . . . If the socialistic r^ifvtie is the goal 
to be aimed at, there are more <tirect and more effective 
modes open than the manipulation of taxation.** 

Tlicre arc, in brief, the multitudinou.s inetho<U of legal 
enactment and of ])iiblic expenditiuv. 

§ 10. The Principle of Formal Juetice* Finally, what- 
ever basis of taxation be adopted, the principle of form al 
justice noticed in the conclusion of Adam Smith's first 
canon must bo considei*ed. If it is just — for any of the 
reasons usually assigned — to tax A, it is just to tax 13 
under precisely similar circumstances. Thus stilted, the 
principle seems purely abstnict and as empty as any otlier 
pure form of thought. On the analogy, however, of tlie 
principle of equality before the law and similar political 
principles, it is easy to give it a material content. 1^'or 
fiscal purposes we may substitute tlie term “ practically 
— for precisely — similar. Thus, the possible extension of 


» p. SIS. 
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i\ tax to all similar cas<.*s (or fouvoi*si*lv. the remission) 
may suilico to ilcstivv the Jacu’ reasonableness of 

cxtciisioii (or remission). We shall see later that the same 
principle is of vital importance in the correlative tlcpu ri- 
me nt of expendiliuv, and as we have already seen, it is 
one of the general limitations to governmental action. 

This lung, but necess;iry, examination of the meanings 
of ‘"equality of tuxation'* may be eoneluded with tlie ob- 
servation tluit, as a matter of fact, in every civilised com- 
munity a highly complex system of taxation is adopted, 
wliich is, to a large extent, the i-esnlt of far-reacliing his- 
torical influences. The universal difliculty in financial 
reform is the necessity of providing for immediate ex- 
penses. It is generally more popular and easy to continue 
Ian old tax with its old abuses, than to institute a new tax 
with its new benefits. There is a widespread and well- 
founded opinion that all tiixes are evil, and it is difficult 
to carry any financial reform which involves an immediate 
loss of revenue and the consequent imposition of new 
burdens, — although alleged to be temporary. Tlie great 
reforms effected b}' Sir Robert Peel and Mr. Gladstone 
through the imposition of the “ temi)Oi*aiy " income tax 
were only possible through the tremendous power concen- 
trated in the political genius of their pereon all ties. 
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THE CAK0N8 OF TAXATION (^COHtinutd'), 

§1. Adam Smith" $ Second Canon of Taxation — Ctr^ 
taint y. The three I'emaiiuiig canons of Adam Smith 
give more particular rules for the atUimmeiit of equality 
and productivity in the whole tax system by reference to 
the methods employed in the imposition and collection of 
particular taxes. They are, for the most part, coinpara* 
tively simple and require but little explanation, altliough 
the course of Instory and the present actual condition of 
different nations sliow that they ixve only carried into 
effect with considerable dilBculty. 

The second — the canon of certainty — lays down that : 
**The time of payment, the manner of payment, the quan- 
tity to he [>aid, ought to be clear and plain to tiie contribu- 
tor and to every otlier person.** The positive elements in 
this maxim bring out the importance of definiteness and 
publicity. On tlte negative side It is aimed against tlie 
arbitrary exactions of the sovereign power and the job- 
bery and abuses of its officials. Apart from the general 
social and political evils connected with the exercise of 
arbitrary power, uncertainty of taxation involves an eco- 
nomic waste. Ad valorem duties on imports are open to 
the objection that the importer is never certain in what 
grade his commodity will be classed for taxation. The 
method of declaration whicl) applies to a large part of the 
returns to the British income tax fails in publicity, and the 
failure in publicity leads to irregularity and uncertainty. 

§ 2. The Third Canon — Convenience, The canon ofl 
convenience enjoins that “ Every tax ought to be levied I 
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ul llie tiuK* aiul in the iiiiiiuier in wliieh it is most likely \ 
ti> be convenient for the contributor to pay it.'* It is \ 
justilieil, m»l only on the gene nil grounds of good govern- 
inenl, but also on the special economic ground of the 
greater productiveness of taxes which satisfy this condi- 
tion. It is fouiul possible to raise a con side ruble revenue 
by tuxes on commodities, llie payments of whicli are made 
by the consumers in insensible portions, when it would be 
impossible to collect the same amount by direct taxation 
at comparatively lung intervals. 

§3. Tht Fonrih — Evotkomy. This canon lias 

for its governing principle tliat; '‘Every tax ought so toA 
be contrived as both to take out and to keep out of the 
pockets of the people as little as possible over and above 
wliat it brings into the public treasury of the State.*' * 
Taxes may break this rule by requiring a large number 
of otbciaU for their collection, b}’ involving restraints on 
trade and production, by encouraging evasion, or by caus- 
ing unnecessary vexation, for “though vexation is not 
strictly speaking expense, it is certainly equivalent to the 
expense at which a man would be willing to redeem him- 
self from it.*’ 

§ 4. Othtr of Taxation^ 'I'o these general canons 

of Adam Smith the following may be added, most of which 
are implied in different passages of bis treatment of taxa- 
tion, but have been expajided more fully and emphasised 
by subsequent writers.^ (a) A given amount of revenue 
is as a rule more conveniently raised, both from the point 
lof view of the government and its subjects, from a small 
plumber of very productive taxes than from a larger num- 
ber with smaller returns per unit.* This was one of the 
principal reforms advocated by Adam Smith with refer- 
ence to the British customs duties, and was carried into 
effect by Sir Robert Peel and his successors. The inex- 
tricable confusion of the custom.^ duties levied before 

» C/. Helferich in Scbbnberg’8 Uandhuck for conreDient sumtuan'. 

* An extreme case is the singie tax ; Basiabic, op> p. 310, 20, 
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these reforms, and the unproductive character of most of 
them, can only be realised by reference to the details of 
the history of taxation.* It is thought, however, by some 
financiers of the first rank that this concentration has been 
carried too far in the United Kingdom, and that the bur* 
den of indirect taxation would be less felt if spread over a 
larger number of commodities. The process of simplifica* 
tion and concentration luvs also been partially applied to 
the direct taxes, but in many cases (especially in local 
taxation) the rule is still more honoured in the breach 
than in tlie observance. 

(A) A good system of taxation ought to provide for a 
self-acting increase in the revenue in proportion as wealth 
and population and the consequent demands of govern* 
mental expenditure increase. Thus a land-tax of a fixed 
amount per acre is in general much less advantageous 
than a proportionate amount of rental. The income tax 
and taxes on stimulants have the advantage of showing an 
increasing i-eturn with increasing wealth and numbers. 

(c) Those taxes are best which yield a steady calcula* 
blc return. The calculations of the estimates for the 
Budget in the United Kingdom are now made with ex- 
traordinary exactness. The reason for this rule is found 
in tlie advantage of adjusting normal expenditure to nor- 
mal rovenue. 

(cf) Those taxes are to be preferred which in case of 
need can be most conveniently increased in amount with- 
out involving new machinery or increased expenditure in 
collection, the income tax in fact, and in theory the 
tax on beer. 

(«) At the same time in the progress of society it may 
be expedient to abandon old sources of revenue and to 
adopt new methods under the new conditions, notwith- 
standing the disadvantages which ceUri$ paribus attach to 
all changes in taxation. 

> Cf. Do weirs History of Tnxalion ia England; Sydney Buxton, Fi- 
nance and FoliticSy 178S-1885. 
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Finally it may be oWervcil that if, ns is almost i no vita- 
hie. t lie re is. ns iv^ards any iiroposcil tax, a eoiillict of 
ail vantages ami ilisail vantages as tested by (lie canons and 
rules of taxation, (he less ini[>in*tant rule must he surren- 
ilered, the iint)Ortance being jiulgod according to eircuin- 
siauecs. Adam Sinilli, for example, stales emphatically 
that the experience of all nations shows that a very com 
siderable degix>e of incipiality is not near so groat an evil 


as 


a small degree of uncertainty. Again, inoductiveness 
covers a niultitmie of sins, and as Fj-ofessor Bastable re- 
marks, '^Tlie successful administitition of the State is the 
linal object, and therefore convenience or even equity may 
have to yield to productiveness." 

It is also imtwrtant to point out explicitly that all the 
rules must be applied to a system of taxation us a whole. 
Tlioi-c are, of course, some taxes whicli would he bad in 
any conceivable system of taxation; but, in most cases, a 
criticism of a particular tax is of little value unless con- 
sideration is also given it* the other taxes with whicli it is 
combined.* 


§ •>. 2V<tti9i(ioH ft/ the I$n‘ith*itcr of Tfuvtion the 

C'htttuljication of Ttt.ve>i. In considering the effects of the 
sy.stem of taxation and of its component jiarts, it is always 
necessary to take into account the real incidence. It is of 
no avail to set up an ideal standard of equality, if the 
ju'tual methods adopted, though nouiinally and ostensibly 
ill accordance with the .standaitl, lead to inequality. No 
part of the thcoiy or pi*actice of taxation Inis given rise to 
so much conti'ovei'sy as the real incidence of various i*ar- 
tieular tuxes. The “shifting" of taxes may lead not only 
to inequalities, but to injurious effects on the productive 
powers of the soeietj' as a whole. 

A good example of the necessity of considering the real 
incidence of taxation is found in the common saying that 
if the foreigner taxes our goods we ought to tax his goods. 


' Gln<]s(onc*s Financial .Statements furnish abiiiiilurit iUip^tnUloiis 
of Lhc iin)>ortnnco of this coii»idcrnUun. 


von, III. . ir 
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It is quite possible — both in theory and practice — that 
retaliation of this kind will only increase the injury to 
ourselves. Taxes, as already explained, fall not on tilings 
but on persons ; and if taxes on foreign goods are really 
paid, not by the foreign producer, but by the home con- 
sumer, tlie retaliation is wliolly nugatory. It is, however, 
also possible that such taxes may really fall wholly or par- 
tially on the foi’eigner, and even if they do not, the i-etalb 
ation may be expedient on other fiscal or j>oUtical grounds. 
Tlic real incidence of ex|>ort and import duties and tlie 
estimate of their effects on foreign and domestic trade con- 
stitute a group of the mo.st diflicult problems in economics. 

It will be fountl convenient, however, to consider briefly 
the classification of taxes before proceeding to the question 
of incidence. 



CHAPTER IX. 


THE CLASSIFICATION OF TAXATION. 

§ 1. DilfivuKtes of Chi$iftjjcafion i/t Tajution. In taxa- 
tion there are almost as many class ill cations as wi-itei^,” 
says one of the latest and ablest surveyors * of the field of 
public finaijce. Tlie I'easonsai^e not far to seek. Taxation 
may be treated for diffei'ent purposes fiom different points 
of view, and the classification will vary accordingly, For 
tlieoretical purposes the plan adopted by Adam Sjnilh 
seems still the most logical, and, at any i-ate as a prelimi- 
nary, the most useful. 

The primary object of taxation is to take portions of the 
revenues or the projwrty of private persons for tlie service 
of the State. Since what is taken by compulsion by the 
State might have been consumed as revenue, we may say 

logically that all taxes ai-e paid out of revenue, though 

as in the case of succession duties — sometimes the inclu- 
sion under revenue may be only formal, and taxes may be 
paid out of capital. 

Adam Smith takes as the basis of classification the three 
great species of income, and examines in older taxes upon 
rents, profits, and wages. We may bring his treatment in 
line with the subsequent development of economic theory 
by resolving these general classes into more precisely dif- 
ferentiated species, by taking account of puie economic 
rent and qua si-rent and of the seal'd! ing analyses of profits 
and wages. 

It may be objected, however, that one result of modern 
analysis is to show that even for geneml theory wages, 
profits, and rents cannot be sharply defined, and that in 
* l^ofe5$or C. Plolin, Introduflicn to Public Pinauce. 
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the actiutl tax systems to which the theories must be ulti- 
mately applicable — if tliey arc not imaginary liypo theses 
— \vc never liiul taxes arranged on this simple tri-partite 
plan, ami still less with the /y«r/^f/-teehnical subdivisions. 

TIjo British ijtcomc tax, it is true, divides incomes into 
classes in which rents of “lands/’ profits on “capital,” and 
wages of “labour” find a place; but there is no separate 
schedule for pure economic rent or f/rKfui-vents or net iji- * 
terest or wages of sujHnantcndcnce, and the M’ages of other 
labour is only icproscntcd by the salaries of those not com- 
monly called lals'Jiirci's, various oHicials. 

The incomes of individuals arc also often derived from 
different somxvs, amh as in the IJritish income tax, tlie 
same individual may return lus income under different 
schedules. 

These objeotiojis. however, seem to me to be purely 
formal. TIic revenues of individuals can be classified and 
suhdividotl according to important marks of difference, and 
seeing that taxes nnust l>c paid out of these i*evenues, it is 
important to trace the coiiscqucJices, especially as regards 
“siiifting** or real incidence, l^ogically it makes no dif- 
ference that the .same pei-son may liave difftn-ent kijids of 
income or that the official schedules may apply t^lic same 
name to dlffvreut economic categories. The business of 
all science is to dis<’Over differences in similars and simi- 
lars in <ljffercnces. 

A second more important olijcctiou to the tlieo 1*0 ties 1 
classification propf»sed is found in the fact that actual 
taxes are not levied only in the direct manner at first 
ivssumed, but are imposed upon some persons with the in- 
tention and expectation that they will be transferred to 
others. Taxes are also imposed nominally upon “objects ^ 
or things, although their ultimate burden must lie upon 
“ subjects ” or persons. • 

There are, for example, taxes upon consumable com- 
modities, including various materials of production — 
the large classes of customs and excise duties — and al- 
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lliough those taxes uuist be uUiinately paid <n\t of rev- 
eiiues of some kind, llioy certainly cannot be divided 
according to the revenues on which they fall. Adam 
Smith iiigmiiously makes a .separate class of tlio.so taxes 
wliicli aiv iiitoiulcd to fall iiiditTeixmtly upon oacl» of the 
three great s|)ecies of revenue, and thou considers under 
this lieading a number of particular taxes of various kinds. 

The logical connect ion. however, of this class with 
rovejuie us the Imsis <if chissKicutiou is of (he sliglilest. 
'Jhc ultimate incidence Ls in iiiiiny cases said to be on the 
consuiuei'. and no fnrtlicr reference is made to the source 
or kiinl of tlie consumer's revenue. • 

It seems best then to supplement the tlicoretical classi- 
fication according to revenue by the historical or empirical 
enumeration of tlie most iiniiortant concrete forjns of taxa- 
tion. Tlie use of tlie terms historical, empirical, ami con- 
crete suggests (hat lliis enumei*uti(m will not lend itself 
to any simple method of classificntion. And it will be 
found tliat wlion once the idea of ultimate incidence on 
economic revenues is alxindonecl. Uxes may be grouped or 
classified according to very di He rent characteristics. Some 
of the most important <if those classes mid distiiictions are 
exphvincil in the following section. 

§ 2. hired ami ImVired Ttuet. One of the oldest and 
most important divisions of ta.xes is into “direct*’ and 
••indirect.” A direct (ax is defined by Mill— .and this is 
the definition generally accepted — us a tax dcmmuled from 
the very persons who it i.s intended or desired should 2 )ay 
it. An indirect tax is demandeil from one person in the 
expectation and intention that he sliould be able to trans- 
fer it to another. 


In general this distinction is clear ciiongli, Imt, us usual 
in economic definitions, there is a wide debatable margiji. 
Taxes on various classes of income, e.^., dividends from 
public companies, interest on loans national and local, may 
be demanded from the companies tliat earn tlie dividends 
or the banks that pay the interests on tlie debts. Logi- 
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cally, however, the companies and banks may be regarded 
as financial agents of the government, as is further shown 
by the fact that the tax may be recovered by those who 
are exempt on a graduated scale. 

Similarly taxes on the ownei's of property — lands 
and houses — may be in the first place collected from the 
occupier wlio i]i turn deducts it from the rent. Again, 
taxes on wages to meet the labourers* share in com- 
pulsory insurance) may be taken in the first place from the 
masters. 

But apart from this formal question of agency there are 
real dilHcultics in this interpretation of direct taxation. 
Even when direct taxes (.so-called) are demanded from 
one set of people witli tlie expectation and intention tliat 
they alone will bear the burden, it frequently happens that 
this expectation i.s not reali.sed, and part of the tax is trans- 
ferred to other classes or persons. TIjuh a tax on wages, 
even if taken from the labourers directly, might in some 
cases lead to a tall in profits or to an increase in the price 
of the comm Oil ity to the consumer. 

And apart from the actual burden of the tax itself there 
are always indirect consequences and unseen elf ects which 
are often of more im[>ortance than the original tax. 

These considerations arc of still greater weight when 
applied to the converse case of indirect taxes, i he typi- 
cal example is a tax on a coniinotlity which is intended to 
be transferred to the consumer. Whether or not the tax 
can be wholly transferred <lepen<ls upon a number of con- 
ditions, demand and supply, competition and monopoly, 
mobility of labour and capital, and other variable elements. 
And in estimating the whole burden of the tax we have 
to consider the restraints imposed on the development of 
the taxed industry which may prejudicially affect both 
profits and wages. 

It might then be maintained that the distinction should 
turn, not on the intention of the government, but on the 
actual fact of transference — those taxes only being classed 
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J1S iiuUrocl whii-li mv uctuully Inmsronva. Tlio ailoplion 
tliis pUin, hmvevor, woiiKl make it necessary to place 
inciileucc iM.‘fi>re classilication, wliicli in a iroatineiit of 
principles is obviously umlcsirablo. 

Another interpvctutiou Njf the terms “direer'aml indi- 
rect *' is to confine the term -direct'' to taxes taken from 


incoino or capital directly assessed, not indirectly estimated 
throu«jdi oxpendilnro. Nou-lransferable taxes on expen- 
diture (c.'/.. on tlie employer of men-servants) would 
be direct according to the first definition Imt imt accord- 
ing to the second — the tax is indeed paid directly by the 
employer, and is proUibly never transferred even partially, 
but it cannot he regarded ns an income tax. 

Tins distinction may he expressed more generally thus : 
•• Direct imiwsts arc those levied on wealth in its immedi- 
ate manifestations, (>ei‘Sons, incomes, estates ; indirect, those 
levied on the secondary manifestations of the M*oulth of 
the contributors, tninsfers and consumption.”* 

This mode of stating the distinction naturally leads up 
to the definition wliich rests upon administrative or oflicial 
practice. Direct taxes are those levied on permanent and 
recurring occasions, and a 1*0 asse.ssed according to some 
list or roll of persons (^endaffre). The taxpayer is re- 
garded as definitely and i>ermancntly ascript to the 
treasury. 


Indirect taxes, on the other hand, arc levied according to 
a tariff on the occurrence of transactions and events which 


nre not previously ascertainable as regards particular per- 
sons. Tlic amonnt of a direct tax asses8e<l in this way is 
pertain and regular, whilst an indirect tax is uncertain and 
irregular, as regards individuals. Tlius the income tax is 
direct on this view, but succession duties are indirect, it 
being uncertain when they will be paid and I)y whom, see- 
ing that all taxes ai'e payable by persons, and the dead can 
be taxed no more, and their heirs are uncertain. 

§ 3. Other DhtinctionK. In respect to the mode of 


* E.ff., McCuUiwli. * Cossri'a T<ixali^H, p. GO. 
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assessment, the amount to be obtained may be first fixed 
atid a rate adjusted accordingly so that tlie amount is just 
obtained from the contributors. The “rates'' of British 
local iiiiance arc ostensibly of this character, and the old 
lifteenlhs and tenths came to be definite amounts for towns 
and counties, which were apportioned amongst the tax^ 
payers. Trofe-ssor Bastable accoixlingly calls these tuxes 
apportioned.*' But instead of the amount to be raised be- 
ing fixed and appr>rticjne<l the charge per unit may be fixed, 
tbe total yielil being uncertain. Tims whilst the local 
authorities ijtipc^se a rate to raise a certain sum for tlie 
school-boards, the ClianccUor oi the Excliequer lays a 
(jenny on the income tax, the yield being only estimated. 
Professor Bastable calls lhc.se taxes “rated," which term, 
iHJWcvcr. Inis the disadvantage of suggesting local rates 
wljich are “apporti<jned.*’ A better term to be contrasted 
with apportioned wonhl be simply “ noii-apportioned,'* or 
It* ap(jorti<jned taxes ai*e styled “ rates " in accordance with 
practice, we may ailopt the popular tli vision of rates and 
(axes — the rates being apportioned, tlie taxes not.^ 

'Taxes inav be payable in kind tithes of produce, 

prisage of wines, military services) or in money. Inc 
transition to payment in money is of historical impor- 
tance, the (irincipal survival of the other class being con- 
scription. 

Taxes arc classed as “ real ’* and “ personal." Real taxes 
(although paid by persons ultimately) are those levied on 
certain objects without regard to the particular faculty of 
tl)c owner or consumer, specific duties on imports, or 
taxes on land without allowances for mortgages. Personal 
taxes are levied directly on persons capitation taxes 

according to rank, business, or profession), oraccording to 
their supposed economic conditions or facultyas indicated 
by their income or property. 

Taxes on revenue and taxes on capital are nominally dis- 
tinct, but as already noted the latter may be merged under 
the former. 

I C/- Cannan, Iliatory of I^ocal RaUt im Snytandy p. 4. 
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FinuUy, I muy quote the useful summury of Pfofessor 
llastabKs which combines I lie ;jc«eral theoreticul biusU of 
Aclum Smitli witli the enumei'utioii of the princijiul forms 
of taxes oil the empirical or historical inclhod. 

“The main lUvision is into * primary* and ‘secondary.’ 
The primary taxes are tho.se cm land, on business and cap- 
ital, on person.s, and on laboui*ers' earnings. The cumbi- 
I nation of these primary forin.s gives ns the general income 
I and property tuxes which come next in order. Passing to 
tlie secondary forms of taxation, we lind (l)taxGson com- 
modities inchuling all excises and customs; (2) tu.xes on 
communications and transport; (>)) the remaining taxes on 
commerce ami legal transactions; (4) tuxes on tlie transfer 
of property'; (5) succession duties.*’ 



CHAPTER X. 


TNCtDENCE OP TAXATION — <ilSNBKAL PRINCIPLES. 

§ 1. In\pOi’t<iHce of the Stud*f of Incideitce, The inci* 
deuce of taxation is a subject of great importance and diffi* 
cult}', both theoretically and jn^actically. Even as regards 
direct taxation, it may wellimppen that, although the per- 
son who first pays the tax is the person who bears the bur- 
<len in the sense intended by the government, yet indirectly, 
in ways not contemplated by the government, part of the 
original burden and jiart also of the additional burden in- 
cidontully created may be shifted to others. 

Suppose, for example, that the Slate imposes a tax upon 
houses, and that it tlivides the amount payable in definite 
proportions between the owner and tlje occupier, and duly 
collects these proportions from cacli separately, Here we 
have apparently the simplest examples of direct taxation 
possible. 

But an examination of the incidence of the Jiousc-tax 
shows that un<ler certain conditions ‘ part (or even the 
whole) of the nominal payment of the occupier may be 
shifted to the owner — that is to say, in consequence of 
the tax the occupier may [>ay so much less rent, whilst 
under other condition.s part (or even the whole) of the 
nominal payment of the owner may be shifted to the occu- 
pier by a rise in rent. An<l apart from this redistribution 
of the house-tax itself between owner and occupier, there 
may be indirect effects upon agricultural rents and upon 
particular classes of profits. 

> Cf. Edgeworth's “ Pure Tlieory of Taxation '* for full statement of 
incidence of liouse-iax under various conditions. Economic Journal, 
March, 18^7. 
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A guin, nothing couhl appuai* nioro direct and simple 
tlnin tlic incidence of succession duties ; tlie former owner 
of the property is dead, and the State takes a part to itself. 

But if it is kiiowji that after deatli the State will take a 
large share, a stimulus is at once given to evasion, 
through the cheeks to accumulation, the encouragement of 
con.suniptioii, and gifts iWer vivos. It is thus possible that 
heavy succession dutie.s might prejudicially affect the 
M'liges of labour. And there can be no doubt that histori- 
cally, in countries that are burdened with excessive taxes, 
apart from the share supposed to fall on labour, there is 
an additional buixlen due to the contraction of enterprise 
and accumulation. 

If, however, in the case of taxes nominally direct, wc 
have to penetrate beyoinl the seen to the unseen, still more 
necessary is the .study of real incidence in the case of taxes 
ostensibly indirect. It may happen first that the intention 
of the government that the tax should he shifted from the 
original payer is not realise<l at all or only partially ; sec- 
ondly, it may liappen that the part that is shifted is shiftcil 
in a way not contcniplatc<l ; anti thirdly, there are all the 
after effects and indirect con.sofjuences as in the cn.se of 
direct taxation. 

It may idso luippen that the Imposition of a tax, whether 
direct or indirect, will not only iinpo.se a burilon, inteiideil 
or not intended, l)ut may incidentally create an advantage 
and confer a henolit, sometijucs intended, sometimc.s not.* 
Just as pauperism is altractc<l hy higli expenditure, so 
capitalism is attracted by lo'v taxation, and tlius heavy 
taxation in one district gives an advantage to other dis- 
tricts lightly taxed. Protective duties arc intended Ic* 
protect, hill other faxes may cix*ate monopolies not origi- 
nally intended. 

It is clear, however, that, whatever meaning or meanings 
be given to equality of taxation, wc must ahvay.s refer to 
the ultimate iTal Incidence with all its himlcn.s, direct and 
indirect. 


• C/. Kdgeworth, oy?. rrt., np. 53, ii- 
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[u ovorv ]H'olili‘in of fcn* llio rinnplcto solutioji, 

two rjursliiMis imist Ih‘ answeriNl ; (Irst, wlio ulliujutcly 
|)jiys I In* lax roivivojl l»y llir Stall* : sim'oikI. wlio hoara tlio 
l>unlciis i»r ciijcws ilio a<hanta»;«*s iMc*iiloiitally croatad. In 
ilir (1is<awsioii ol t hr ^(‘iirral |irinci|il<*a wr :uv tnainlv con* 
rt>nird ^^ith lla* ([lU'slicMu ilu* iiiricli*i»(:il Ixinlrns aiul 

advanlaLfr^ hriii*/ to variations arrorcMupf l(» tho 

II. U iirr nf t lit* |i.i I t ii iilar lax . 

^ m. Th' Itf 'off iit''' tlrfi t'nniu'fi htf Lttti* 

• m i rill* jirohirm of iiif*idi*ni*r is a |>roh« 

han mT iI ihI I ihiii ii»n. ami for tlir solution wr lutiHt rofor 
h.M k 1o thr ;^<rnrra1 ( aim' i|»lrs airracly lAaminia]. .\m) it 
iTia^l hr iili'iorx rd tliat Jm<( a'i (list rihiit ion i*aniii»t ho cni- 
lindv rr<lar«>il to r\rli:nr^r, so iirillirr ran tin* inrirlinu'O 
of lax.iiioii hr roMnidri ft] iii>*rrlv as an a|»|iiioat ion of tin* 

I Ir o| \ Ilf \ .ihir. 


[ Ir* |Kiwrr to sfliir tlir jiavnirnt of a lax m* to roconp 
(hr |i,i\hirnt lioin .Mioiliri MMii'ic* dr|irm]s, in tin* iirst 
l>Ur r. ll|•ou ill** iiilhirnrr of [.iwaml ritstoiii ill tho widost 
'•rii.»o of I hr tri'iii<». | liis iiilliirma* iiiav hr SO ^rriit that 
ihi'ii' i'< no ]iossilnlir V of shift ino t hr lax otlnn'w isr tfianas 
liMri rn) )i\ ilir mlrn l.ijd <lowii hv (lir Siatr or suhinittrd 
lo umln t hr r iistoiiis of ilir ><Nar(v« llioiioh <'vrn in this 
• asi'lla rr arr indirri t roii«M*«|nrnr*»*s. liofli in Ihr way of 

hnrdrii ami of ad\ .inl.ior. 

I'hr iiifjiirnrr of l.iu aiid rristoiii may hr hrst ohsrrvi'il 
ni Sim irtirs in uhirh r\i hail'll* is not \4»t of rnmlariirntal 
iMijHirtaiirr. as. for l•\a 1 rl(•lo. in tliosr* iimh*r tlir rlonhnairre 
of frinl.ilisin or vilia*^** i onmnniitii's. 

W i‘ liinl in tlr* ilrvidopiianit of tlic im idmc'rof taxation 
an innsTtatioii of thr nnivi'isat jiroifrrss from status to 
rontrart. At (ir^t. fin* forrr of law ami rnstoni dircfts 
ifio transfrrrmr of thr tax to its most iiMrintn rainifira- 
tions ; oradnally this r rMn|s'(lirio powrr is Ilinite<l to tli« 
ooUrrtion of tlip tax from tlir original payers, they in their 
ttirn transfrrrinjj tlip winilr or part r»f thr hnr<len, acronl- 
in;^ to the prinriplrs of rontract ami exelianj^e. 



INCIDICNCIC OF TAXATIOX. 


Take, Tor exuni|>lLS the devcLoinuont of taxation in Eii;;- 
Innd. 'laxcs at iirst, with few exeeptions* the 

rndinu'iits of tlie customs duties, and of tlie income and 
property (movuldes) tax), arc levied on lan<l. They dif- 
fer from rents in being occasion at burdens levied for 
delinite objects of expenditure, but tl»ey tend to become 
permanent burdens and tliereby rent -e barges. 

“All the imposts of the Anglo-Saxon and Norman 
reigns," says Stubbs,* “ were, so far as \vc know, raised on 
tlie laud and according to tlie eompnfation of the hide. 
Tliis generalisation covers both the national tuxes like the 
Danegeld and the feudal exactions by way of aid ; both 
were levie<l oil the hide. . . . Ibuler the general head of 
ihjiiiifii attrtltnoi and the like,* eomc a long series of ini* 
jiosts which were thcoi'etieally gifts of the nation to the 
king, and the amount of which was determined by the itin- 
erant justices after setsirate negotiation with the imyei's. 
'I'lie most imp(»rtant of these, that which fell upon the 
towns and demesne lands of the crown, is known as tallage, 
and the particular methtxl in wldeh it was to be collected 
was determijicd by the coiinuunity on which it fell or by 
.special arrangement willi the parties."* 

As a particular case we may lake tivu(o</€. The normal 
amount was assn mud to be 40«. for ea<h kuofhCs fee (»r 
»«:utufn. ICaeh knjght*s feu was assumed to contain four 
hides. And as four vii-gutes usually went to each hide, so 
each virirate shouhl C'<»iilribule one-slxlccnlh of a scHfinu. 
There are several entries in the Hundred Ibills (< ).\mi > 
which stale that when the scutage Is 4b*. each virgatu pays 
2*. or., one sixteenth of 40xA 


' •• TIk* iiKliivH laxrtlion of tliis iK'noU is oljscmv said <4 no iiM- 

poriaucc." — Stubbs, Vol. MO. 

* ConHtiiniioHril //rxfory, Vol. I., p. Ml, 

^ ^)ii tlu* itxc of tbCMO fjentlr toriii<. 8cc n 1 fOV«'. p. 2 S 1 . 

* Of. bollock and M.*)il].iiul. nf Lfxtf', I<. 

pp. 000-4X)I. 

* Cr. Pollock and Maitland, ///.tiorj uf /.'»#'*. ''ol. I., p. i'W. 

un cicr * ‘ Fiscal I’o werx. ” • * Tbc kiiitf , f roi ii t i iii« to t ime, ra i .1 a Kj 1 1 Is t c ri - 
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Scutages ami other ancient imposts were thus radicated 
in the soil.**^ Even us regards taxes on movables we 
are told that the documents prescribe how the tax is to 
be levied. ''Of any sinn of money cast on the vill as a 
whole, we read no word; each iiHlivi<lual man of tlje 
kingdom is to pay a fifteenth of lus movables.” But by 
the reign of Edward lU., tlic effect of repeated taxations 
us that certain quotas liave already struck root in the soil 
of tlie vills. " Even a tax on movables cannot live with- 
out roots; it must attach it-sclf to the hind.”^ 

Tims, takinga broad survey of the mediaeval feudal sys- 
tem, there was no room for a tlieory of incidence founded 
on corjtract orexcliangc ; the king's chief taxers and their 
assessoi s followed the lax to its minutest source.® 

iiio history of tlio revenues of India is particularly in- 
structive, and is inextricaljly blended witli the history of 
tlie "in*oprietorsIiip” uii<l "occupancy ’’ of land. The set- 
tlements effected by the Briiisli (rovernmeiit are mainly 
of two kind.s. In tlic first (e.//., Bengal) the " cliief taxer” 
becomes tlie "proprietor”; in the second (r.y., Bombay) 
the cultivators are taxed dii*ect. Jn the first case where- 
ever a settlement was made witlu and tlic proprietary rigJjt 
conferred on, some heud-innn, zamindur, or other individual, 
over the village landholders generally, there were almost 

nnis tlie power of Ukiiij; an aiil or a MuUgo from their tenants, and 
though theae hnposU may be ix'ganleii ae feudal servicea, yet in practice 
they cannot be collected without a royal writ, and in courao of time even 
theory seems to require that the king should liave granted hU tenants In 
chief tiudr scutages, and have given them leave (o levy their aids." 

' Ibid.y Vol. I., p. COI. 

* Pollock and Maitland, llfutorg o/ENgh'sh Late, Vol. I., p. 006. 

• C/. Dowell’s Ilisfoty nf T^ration, Vol- I-, p. 80, and Appendix, 
p. 254. In this appendix an example Is given of the assessment for the 
general fifteenth in 1.301 in the Borough of Colcliester. Itic assessor en- 
rols In detail the particulars of the movables, and apecides the value 
upon each heading of property; e.j;., William of Tend ring, the tailor, has 
an old clock. 8s., a bed, 2s. Cd., a brass pot, ]«, Gd., and a pair of scissors, 

3d., total, 7s. .3d., and Walter the Weaver has a ’’surtout valued at 2s. 
dd., nothing more." 
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sure to be some odiers wJmse lights, (hough in a siibordi- 
iiiite grade, had to Ihj taken eare uf.« Tl.ough the za- 
luindar was lecogiiised as i-roprietor. his riglit was bv no 
means unlimited as regards the "raiyats” under him. lie 
was resiionsible to the governiiieiit for llie aggregate taxa- 
tion on his - proiiorty," but it was supposed (I, at the 
amount fixed was sueli as to take away all pretext for 
rack-renting Ids tciiaiils, and he was not allowed to levy 
iniauthorised dues and cxaetions. In some of tlie settle- 
meiitstlie middleman is only an ideal body — tlie jointly 
responsible community ; 8 but the imrticular contributions 
are hxed by custom. 

In the second class of settlement the government takes 
the revenues directly from the “raiyats" without the in- 
tervention of any middleman — wlietlier zainindar or vil- 
lage community. The land is surveyed and eacli field or 
holding separately demarcated, and an assessment fixed on 
it ; tlio liolder of the field — the raij-at — whoever lie is, 
liolds It on the simple terms of paying the assessment to 
the government direct. 

For tlie present purpose it would obscure ratlier than 
illustrate the influence of law and custom in directing tlie 
incidence of taxation to enter into further detail as regards 
ihedevelopmcnt of the land revenues of India. The history 
of India is the Jiistory of a series of waves of immigration 
and conquest. 

Hoiieatli tlie«e waves the vilJages rcuiaiji comparatively 
undisturbed; they pay a customary tribute, and custom 
<letermiiies iu tlie last i-esort the amount of tlie produce of 
each field that is to go to the rulei's as revenue; at first 
the payments are in kind, but in time they are converted 
iJito money. Besides these land-taxes there are other 
taxe.s analogous to the aids and benevolences of feudalism 
and other mediscval exactions.^ 

* haden-Powcll, Land JfeveHUct of /inoVA India, p. 04; cost of 

ficulemcat. p. J6(J. s p. 125. 

“llie Uaja of Utraula took his grain aliaro, ttttd the rasi of his reven- 
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But of the shifting of taxation in the inodern sense by 
contract and exchange there is scarcely any trace; the 
ultimate incidence is determined by law and custom lay- 
ing <lowii rules, and by the in-edatory and parasitic prac- 
tices of tlie tax-gatherers in breaking the rules. 

Anti in modern societies, though the arbitrary abuses 
of the coUcetors have been almost abolished, a large part 
of the incidence of taxation still depends on law and cus- 
tom. anti the lax remains where it is placed. ‘ 

§ ///CO Aon V of Tit rat hn an dcU'nnined by Cou tract 
a Hit LWbiffif/e. Iji modern times tlje State levies certain 
taxes. — on persons dircclly or Indirectly through com- 
modities, —hut (he taxe<l persons may be able to shift the 
luuden according to various economic conditions. flm 
nltimalc incitlencc is no lojiger altogether determined by 
the oomimlsion of law and custom and the rapacity of the 
c oUeclors, Imt partly by the voluntary actions of incli- 


\ itiuals. 

When a tax is iiuposc<l on any person (with no legal 
power of transfer), he i» uatnraliy loti to reconsider Jiis 
whole ccononiit' position so that lie may make the burden 
.\ niiniinnm on the* wljolc. Tlic possibility of compulsory 
li‘gal transference being now excluded, lie can only get 
rid of his hnrden (wholly or partially) by a change in lus 
))argains — and it takes two at least to make a bargain. 

It is (piilc clear that the mere fact of the imposition of 


ucs uvre tlpnv»‘<l from inimeroiw anU Ingcniouji iaxcr ; Uicrc 'Vfts th© CAX 
rxnctfO for Ihr cIoUm-s for tlic new-born brir, tlic fnrtlior l©vy wli©n llie 
rbiUr.*^ hraU w.i« sbavnl for ihc fir*i time ; tn ptiy for the repair of 
liU foit. ftud for n JiorM? or nn clcpbaru. Tl»c wood cat from Ihc 
« tftxed, and road fee*, bririce loll*, and inwle laxra were exacted. 

naden-l’owclJ. p. 50 . ♦ rro. 

Hn MbertU** and Fr.anchisc**. aoe Pollock and Maitland, Vol. T, p< 0'’“ t 
Expropriation and Penal rowers. Sell gin an'* pp. 2f50, 2df, 208. 

' The ftnpporier* of the *ingk tax and of the equal diffusion theory 
roally aMuinr that the shifting of taxes I* so coinplcf© and easy that there 
1 * no <lij?t\xrbance of economic relations. The «une assumption is, 
ever, also I arse enough to prove that all systems of taxation are equa y 
equitable. (Cy Seligman, /nfiVfence «/ Tniotion, Bk. II., Cli. HI*) 
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a tax will not in general be sufficient i-easoii for the oriffi- 
iial taxpayer to ask ami receive an incleinnity from otliers 
It we take the terms - seller " ami - buyer-’ in the widest 
sense. — as applied to the purclwse and sale of land, labour 
and capital, either absolutely or for certain uses, for certain 
tunes, under certain conditions, —we may suppose that the 
btate extracts from the seller a certain part of his price, 
or imposes on the buyer an official charge for the privileffe 
of being allowed to buy. ° 

To take the first altern.ative : if on the imposition of 
the tax the seller can simply say to the buyer, you must 
ygive me so much more on account of this tax, the question 
I naturally arises why did the seller wait for tlie stimulus 
I or suggestion of the tux to raise Ids price? If tlie seller 
had a monopoly, it may be assumed that he liad already 
fixed — having regard to tlio demand — the best price in 
his interests. If the seller were one of many in competi- 
tion it may be assumed that the price was so adjusted us 
to equate demand and supply, and that a rise in price be- 
yond this rate would check the demand. The mere fact 
that tlie seller lias to pay a jax will increase neitlier the 
desire of_tlic.bnvcr to buy nor his means of payment. 

1 o take the second alternative : suppose tlie tax is 
imposed on the buyei-s, tliey cannot simply say to the 
sellers, you must sell for so miicli less. Tlie utmost tliey 
caii do is to re.strict or threaten to restrict tlieir demand, 
and the sellers may or may not make an alteration in the 
prico in response to this change in demand. And it is 
possilde that under certain conditions the sellers may at 
fii'st lower and ultimately I'aLse the price. The simple 
truth is that a tax paid by the seller immediately dimin- 
ishcH Ins profits, and a tax paid by the buyer immediately 
diminishes liis consuming power, and in either case there 
is an immediate disturbance in the e<] nation of demand 
and supply, and there are al.so ulterior adjustments and 
readjustments of various kinds. 

Thus the theory of the shifting of taxation — when the 


VOL. ni. — X 
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shifting no longer depends on law or custom or compul- 
sioji in any form — is essentially^ as Professor Marshall 
lioints out, an application of the theory of value in the 
broadest sense. 

It seems unnecessary again to go through the various 
cases seriatim, or to rewrite the theory of value with 
special illustrations from taxation. It is sufficient in this 
chapter to show the mode of applying the general prin- 
ciples, and to examine later tlie effects of some important 
species of taxes. 

§ 4. T/ti‘ Immrdiate of a Tax on Demand* The 

iin mediate effect of a tax on the buyer (or consumer or 
deinander) is so far to decrease the quantity demanded. 
Tliat is to say, less will be demanded at the old price 
plus the tax (or part thereof) than at the old price without 
addition. Tliis follows at once from the general law of 
deiimud. Tlio degree of tlie effect on the quantity de- 
manded will depend partly on tlie intensity or the elasticity 
of the demand, and partly on the possible use of substi- 
tutes. It is plain tlint if substitutes are untaxed and are 
otherwise equally desirable, the demand for the taxed thing 
will be destroyed ; if, however, all possible substitutes are 
proportionately taxed or are loss desirable, the check to 
demand will be so mucb less. 

Even, however, in the case of necessaries in which the 
elasticity of demand is very small and the possibility of 
sub.stitutes inconsiderable (iis in food for clothes, clothes 
for fuel, etc.), a tax falling immediately upon the buyers 
must to some extent check the demand, if only for the 
general reason that the tax of itself cannot increase their 
revenues, and some, at any rate, must already be spending 
as much as they can afford (the marginal demanders). So 
far 1 have considered the effect on demand only, without 
reference to supply. 

§ 5. The Immediate Effecte of a Tax on Supply* Simi- 
larly the immediate effect of a tax on the seller is to lessen 
the quantity offered, and again the degree of the falling 
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off will depeiul on tho elasticity of the supply. If the sup- 
ply is very inelastic, or in the extreme ease cannot be with- 
drawn, tlui tax has Utile or no immeiUate effect on the 
(iuantity offered ; if, on the other hand, tlie supply is 
elastic, — if, for example, the commodity could be exported 
to non-taxed markets, — then the tax might kill the sale 
altogether in the taxed market. 

§ 0. The Immediate Effects on Price of a Tax. The 
immediate effect of a fall in demand (tlie conditions of 
supply remaining the same) will be a fall in price (as 
paid to the seller). But the extent of the fall is indeter- 
minate. Befoi-e the price has fallen to the full amount of 
the tax, the withdrawal of supply in response will create a 
new equilibrium. If the tax is imposed on the seller (tlie 
demand remaining the same), the immediate effect is to 
raise tlie price paid by the buyer. But again the extent 
of the rise is indeterminate, because before the price has 
risen to the full extent of the tax the check to demand 


will produce a new equilibrium. It makes no difference 
theoretically whether the tax is taken’ in the first place 
from the buyer or the seller 5 the ultimate incidence 
depends on the shifting, and the shifting ou the elasticity 
of demand and supply. The general principle is that the 
tax indicts more loss on either i>arty the less the elasticity 
of that party’s demand or supply, other things (including 
the otlier party’s elasticity) being tlie same.^ 

If the buyers ai*e taxed in the first place, they demand 
so much less, how much less depending on the elasticity 
of their deinaiul j and the coin|)etition of sellers reduces 
the original price — the degree of the fall again depend- 
ing on the elasticity of their supply. If the rise in 2 >rico 
would decrease greatly the quantity demanded (a very 
elastic demand) and a similar fall in price would have 
very little effect on tlie quantity offered (a very inelastic 
supply), the greater jKirt of tlie tax will fall on tlie seller. 

If the sellers are taxed in tlie first place, they will so far 


* Cf. Edge wort li, op. cH.y p. 48. 
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offer less, and the comi>etition of unsatisfied demand will 
tend to raise the price; and again the new price will 
depend on the elasticity of demand and supply. 

In general, liowever, except in the extreme or limiting 
cases, the seller will always receive something less and the 
buyer will pay something more than the original price, the 
distribution of the burden being dependent on the relative 
elasticities. And in general also the effect of the tax will 
be to diminish the amount bought and sold. 

In the limiting case of perfect non-elasticity of demand, 
if the buyer is determined to have so much quand mSme^ 
the whole of the tax would fall on the buyer ; and similarly, 
if there is perfect non-elasticity of supply and the seller 
must sell quand the whole of the tax would fall on 

the seller. If both demand and supply are perfectly non- 
elastic, the distribution is indeterminate. If both are per- 
fectly clastic, that is, if the smallest addition to the price 
will kill demand or smallest subtraction kill supply, the 
tax kills the market, and there is no incidence because the 
tax cannot he collected.* 


* The Roneral argument of this section can be best expressed by tlio 
use of curves. The figures giveu by Edgeworib. Theory of Pure 7 axauon. 



Economic Journal. March. ISST. p. 50, 51 will serTO if the Supply 
Curve be interpreted to mean the general law of Market Supply, i.t.f 
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§ 7. VlUrior Efects of Taxation on Prices.— It must 
bo borne in ninul that in tlie preceding section only the 
immediate effects on market prices Iiave been considered. 


dial 111 any market tlio qiiaiiiiiy offered IciiiU lo rise with every rise, and 
u* 15^11 Willi every fall Ux price. 

If the buyer pays the lax aE, Eh will bo ihe price received by the 
seller ; if the seller i>ays the lax (rcceiviiiij Qh from the buyer), his net 
receipt is still EU, and at this price Oh will be offered, and at the price 
ah. Ok will also be demamktl. Therefore Oh is ihc <|uaiility denjaiided 
an<l offered at tbe nut price to the seller of Eh, and at the gross price to 
(bu buyer of ah. And the result is the saute whether the buyer or the 
seller pays the whole of the t.-ix in the first place. 

The price nk exceeds the price All by^nn, and the price Eh is less 
than the price All by £>, and fia plus £*a'eciuals the tax. It will be seen 
ihat If DD’ beeoiiios more cleric, the pfoporiionaio rise in price above 
the original is less, and In the extreme case the whole tax falls on the 
seller. 


Conversely, demand remaining the same, and elasticity of supply in- 
ertnsiug, there is a greater rise in price to tbe buyer. 

If the lax is collected in any definite proportion, indicated by from 
loth buyer and seller, the result is also the same. Tbe seller pays E</ to 
the State and the buyer fja; but the seller, as before, receives Eh net, 
and the buyer pays gross, namely. <ja to the Sute and hq to the seller. 
If the buyer sought lo retain gE, at the price ah minus gE more would bo 
demandud than Oh. and at Ihc price Eh minus Eg less would bu offered. 

Thus Oh is the etjui librium quuniiiy, hE the seller's net receipt, and nh 
the buyer's gross payment in any caw. 

Hat the rise of ah above A// amt the fall of Eh Iwlow y|// will <lcpcnd 
on the elasticity of the two curves, DD’ and SE*. 

Oh Is obviously less than 01/; hn M greater ilianyf//, and Eh less than 
A/1, except In Ihe limiting cases when ED' or .^'S* become horizontal or 
vortical straight lines. 

By way of further explanation, it may be added that Ihc SS* curvo 
shows how much is offered in rcspfinxc certain prices ; if. by a (ax, so 
much j.H extracted from each of these prices, the whole supply curve is 
raised. Conversely of DO’. If the buyer must p;iy so much more per 
unit the whole demand curve U lowered. 

The effect of a lax which is paid by the buyer is ct|uj valent to a fall in 
demand. The desire to possess (relatively lo other lUliigs), and other 
conditions remaining the e.'ime, the buyer will pay the i^anie total price as 
before ; therefore, if part goes as a tax, he offers so much less to the seller 
in every case. 

Similarly, If the tax is taken from the sellcre, they will sell for the 
saute set of net prices as before ; that is ccjuivaluitt to a rise in supply. A 
higher price is needed to extract the same supply. 
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The ulterior effects on prices will depend on the various 
conditions affecting production or supply, with the reac- 
tion on demand. 

These conditions can only be stated in extremely gen- 
eral terms if they are to be applicable to production (or 
supply) in the widest sense, including the production of 
labour and of capital, and also of the adaptation of land 
and natural agents for productive purposes. 

Amongst such general conditions — which have to be 
taken account of in the determination of the incidence of 
particular taxes — are: (^i) The influence of competition 
and monopoly respectively, which again depend for their 
efllciency or purity on a variety of causes, e.y., the mobility 
of labour and capital and of land (in the sense of adapta- 
tion to different uses or transference to different owners), 
and the power of voluntary or State-aided combination. 
(6) We have to consider whether the thing produced fol- 
lows the law of increasing, decreasing, or constant return 
— whellier the available supply is forthcoming at a uni- 
form cost or at different costs, (c) We must take into 
account the method adopted in taxation, whether the tax 
is ad valorem or specific, proportionate or graduated, 
whether imposed directly on the final product, or at prior 
stages, (d) We must consider whether the tax is gen- 
eral or particular, or equal or unequal, and how far it 
affects substitutes or correlated articles. 

The general nature of these conditions and of the sub- 
jects covered by taxation shows that the general principles 
of the ultimate incidence of taxation must be considered 
in reference to the various classes of taxes, and it will be 
found that these conditions are of varying importance 
and operate in different combinations in different cases. 

The theory of the incidence of taxation involves, indeed, 
an application of all the economic principles, theories, ten- 
dencies, and disturbances already examined. 
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TAXES ON RENT AND LAND. 

§ 1. Taxti on Pure Economic Pent of Agricultural 
Land^ Economic rent (pure) of agricultural land is gen- 
erally mingled in practice with other forms of I'evenue 
due to capital or labour and not merely to the natural 
qualities of the soil. But for theoretical purposes we 
may assume that the economic i-ent may be isolated from 
these other elements. In the normal case the produce- 
rent will depend on the excess above that of the margin, 
and the money -rent will depend on the amount of produce 
and tlie price per unit which is determined by the mar- 
ginal cost of production. Thus economic rent is a surplus 
which depends upon natural conditions that may vary to 
any extent, and on price, whicli is independent of rent. 

We may further assume for a first approximation that 
there are separate owners of the various portions of land, 
that the owners are not in combination, and that the lands 
are let by competition every year on an accurate estimate 
of the produce surplus and its price. 

And, also, wc may assume that there is only one kind 
of produce, or that the land can be let only for one 
purpose, 

In measuring the economic rent we do not take units 
of land, but units of productive power (labour and capital) 
applied to different qualities of land. The I'ent arises 
from the different returns to the same amount of power 
applied under different natural conditions. 

With these various assumptions it is quite clear that a 
tax on economic rent cannot be shifted by the landowners. 
It cannot be transferred to the consumer of the produce, 
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812 


ECONOMIC FUNCTIONS OP GOVERNMENT. 


owing to the competition of the marginal land that pays 
no rent and therefore no tux, nor to the farmer, since 
competition leaves him only ordinary profits. 

Tlie amount of each particular rental depends upon 
units of surplus produced (varying to any extent accord- 
ing to the superior natural conditions), and on the mar- 
ginal price, which is indei)enclent of these superior 
conditions. And, accordingly, a tax tliat strikes the 
surplus only, rcjuains wlierc it first falls. 

Even if the tax is very unequal, and is such that after 
jiayment superior land yields a lower net I'eturn than 
inferior land, there is no readjustment of the burden. 

The same reasoning applies if we consider all the land 
to be of the same quality, and the surpluses that consti- 
tute rent to arise from the different returns to successive 
closes of capital, or if, as is usual, we find tlie extensive 
and intensive application of the law of diminishing ve» 
turns conjoined.^ 

Also in the case of simple scarcity rent where, though 
lands and costs are uniform, tlicre is a marginal rent (or 
differential profit over ordinary employments of capital), 
the tax lies where it falls.* 

Generally, under the conditions laid down, a tax on 
economic rent cannot be shifted by the owner of the land ; 
and if levied in the first place on tlie occupier, he can 
retain it from his rent, the mobility of capital acting as 
effectively as if he were empowered to make tlie transfer 
by the law of the land. 

§ 2. J'ariations in the Conditiom Assumed. We may 
now observe the variations in incidence according to 
variations in the assumptions. As shown in a previous 
chapter, 3 on rent in relation to value, under certain 
conditions the payment of economic rent may affect the 
price of the produce. In general, the land may be used 
for different purposes. If the rent is taxed for one pur- 


» Book II., Ch. XIV. 

« Ibid. Also Vol. It, p. 77. 


• Book III., Cb. IX. 
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pose nncl not for the diiTerontlul tax wilJ fall on 

the consumer of the particular produce. Suppose for 
example, that the i-ental of Jaiul devoted to deer foi-ests 
is taxed, whilst if the land is let for sheep it is free ^ If 
the IuikU are equally suitable for both, or yield in the 
various cases equal rents to deer and sheep, tJie lessees of 
the deer forests (who are in this case the consumers of 
the deer) must i>ay the exceptional tax, as otherwise the 
landlord would indemnify liimself by throwing the land 
under sheep. It must be supposed, liowever, that already 
the landlords have exacted the highest competition rents 
possible for their forests. As a consequence any rise in 
the rents will to some extent check the demand, and if 
the tax is very heavy the check may be considerable. So 
far the tendency would be for some of tlie land to be con- 
verted into slieep farms. The increase in the supj^ly of 
sheep would lower their price, and therefore rejjts of 
.sheep farms would fall. By the consequent reaction (the 
alternation of uses being supposed perfect) the rents ob- 
tained by the landowners from deer would also fall. Tlius 
part of the tax on deer forests will fall on the rental of 
mountain land generally, and part on the lessees of deer 
fore.st8, an indirect effect being a fall in the price of 
sheep. If, however, the price of sheep is determined in- 
dependently, €.^., by foreign com|>etition or by the price 
of substitutes, the tux on deer forests must fall entirely 
on the lessees, all the land of the less entliusiaslic (or 
marginal) deer-stalkers being let for sheep at the old 
rents. 

If, as is probable, some of the deer land has exceptional 
advantages for deer, such a transfer of uses could not be 
made without loss, and so far the tax would fall partly on 
the landowner. In the extreme case, where all the “for- 
est ” land could only be used for deer, the tax would fall 

* The Scott wh deer “forcsU“ consist, tor the most part, of mountain 
land that practically can only yield a rent under deer or sheep, and a 
heavy tax has been proposed as a moans of checking afforestation. 
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wholly on the land-owners, as explained in the last section. 
A similar reduction to the fir.st case would occur if the tax 
is imposed equally on rent, whether the land is under deer 
or sheep. 

In the pure theory it is assumed that the application of 
capital to the land stops at the last profitable dose.^ But 
under certain conditions the cultivation may be pushed 
beyond this point. Thus peasant proprietors raay make 
what seems an economic rent out of the wages of labour, 
there being no true surplus. And similarly farmers may 
pay less than the true ccoiioniic I'ent, part being retained 
as interest on capital, itself yielding less than the normal 
ratc.^ It is quite possible tliat capital may be sunk in 
land to such an extent that, if it is only renewed, the 
whole economic rent disappeai*s. In tlicse and similar 
cases the price of ])rodnce is lower than it otherwise would 
l)u, aiul wliat seems economic rent is paid out of wages or 
profits or interest on capital sunk in tlie land. 

If, then, a tax is imposed upon true economic rents and 
also upon tho.se falsely so classed, there will be a check 
to the cultivation of the land. If the lands of peasants 
arc supposed to yield a true economic rent which is in 
effect part of the wages to their labour, the taxation of 
their wages will clieck tlieir industry. If, however, the 
peasants Itnd been paying such a rent to a land-owner, the 
tax would as before fall entirely on the owner. 

Again, if the landlord is really taxed on the interest of 
capital sunk in the land (profit-rent being assumed to be 
economic), a check is placed on the renewal of the old 
capital and on the investment of new. In either case the 
price of the produce rises through the check to cultivation, 
and thus, so far, the tax falls on the consumer. And true 
economic rents rise owing to this rise in price. 

If the land -owners form an effective combination 
(whether open, tacit, or customary), the case is so far one 


> CS^ Vol. ir. p. 78. 


« im. 
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of monopoly.* If the tax is imposed during tlie currency 
of a lease (as sometimes on local rates) on the occupier, 
on the occupier it remains till the expiry of the lease. 

§ 3. Taxes on Agricultural La mis anU Produce • So far 
we have assumed that the ta.x is levied only on surpluses, 
though indirectly there may be an effect on marginal pro- 
duction and price. Let it now be supposed that the tax 
is imposed in sucli a way as definitely to strike the land 
on the margin or the marginal produce. Such would be 
the case of a tithe on all produce, or of a land-tax imposed 
according to the estimated ca^Mtal employed in the land 
or according to the estimated profit. 

The case of a tax imposed on land as such, e.^., so much 
per unit of measurement, may be left out of account. 
For although, historically, such taxes have been levied, 
«.y., on the hide as consisting of so many acres, they have 
soon been transformed, that is to say regard has been 
paid to the faculty of the land, just as capitation or poll 
taxes have given way to faculty taxes on income.* 

The first effect of a new tax striking the margin is that 
the produce must rise in price, as otherwise the land would 
go ou t o f c ul t i vat ion. 1 1 is u ot n ec essary to assum e in obi 1 i ty 
of capital and equality of profits. Even under the most 
rudimentary conditions there may be marginal land, and, 
if the cultivators are taxed, tlieir livelihood would be gone. 

The ulterior effects of the rise in the price of the prod- 
uce will depend on the elasticity of demand. 

If the demand is non-elastic, the same amount of land 
is still used. Therefore other I'ciits will rise in propor- 
tion to the tax on the produce, and the owner will only 
lose tlie amount of the tax on the margin, and may be 
more than compensated by this rise in ]>rice. The prod- 
uce-rent remains the same, and each unit rises in price 
in proportion to the tax, whilst the deduction for tax de- 

* For taxes on monopolies, see 3kfarshair« ^'ol. I. (4iU 

edition) Bk. V., Ch. XIII. 

^ St. Vincent and British Guiana still retain the uuifonu tax. 
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pends on the iiiar^iiial capital. If, therefore, the produce- 
rent is relatively large compared with the margin, the 
land-owner gains by the tax. If, Ijowever, produce- rent 
is small, he will losc.^ 

If tlie demand is elastic, tljc margin will recede owing to 
tlie rise in price. There will thus be a fall in produce- 
rents, and al.so tlie new marginal price will be less than 
the original marginal price plus the tax. The rise in 
[)rice due to the tax will be partly checked by decrease in 
the cost of pro<luction. 

In this case tlio new rents will still rise if on the whole 
the rise in price more tlian compensates the loss by the 
tax and the loss in produce-rent. 

It, secondly, we assume that the tax is not uniform, but 
proportional to the produce («.^.,a tithe), there will be as 
before a rise in [>rice, and so far tliere will be a compensa- 
tion to tlie full in produce-rents that must occur by the 
subtraction of tlic tithe. But in proportion as the demand 
is elastic, there will be a further fall in |>roduce -rents and 
in tlie not money-rent. 

There may be also a further fall in rent due to indirect 
ajid more remote effects. In the pure theory as worked 
out by Mill 2 (with the materials of Senior) the usual as- 
sumptions arc made as to an isolated country, the depend- 
ence of the minimum wages on the cost of food and of 
minimum profits on the cost of labour. With these as- 
sumptions it is easy to show that in the ultimate result 
the minimum of profits will be reached with a smaller capi- 
tal and population and a lower rental than if the course of 
tilings had not been disturbed by the imposition of the 
tax. This view of the subject is illustrated by likening 
the effects of tithes to those of natural sterility of the soil, 
and the differences between the two cases serve to illus- 
trate the assumptions involved and the deductions ob- 
tained by the classical political economy. 

* The exact conditions can only be lud down by matbematical curves 
or formula. * pp. 606, 607. 
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Under present conditions, however, the assumption of 
an isolated country is so unreal that it is better to assume 
that the pi*ice of corn would be determined independentl}' 
of the tax, supposing, which seems equally unlikely as re- 
gards the United Kingdom, such u tax were possible for 
food. 

§ 4. Taxes on Economic Jienf — Similar 

reasoning may be applied 7nutath 7nufandis to the case of 
building land. 

To begin with the simplest case : let it be supposed 
that the land is only of use for building, that the same 
amount of capital is applied to each site, that there is per- 
fect mobility of capital, and that the economic rent varies 
solely with advantage of situation. Under these condi- 
tions it is clear that a tax on economic rent falls entirely 
on the land-owners. The builders are immune because 
their capital can be applied to other purposes, and t)io oc- 
cupiers escape because the land cannot be used otherwise, 
and already the land -owners have obtained the be.st results 
by competition. 

The result is the same if we suppose that the buildings 
are extended in height until the marginal storey is readied. 

To vary the conditions, assume next, that some of the 
land, the suburban land, can be used for agriculture. 
The agricultural rental will dejwnd on the conditions af- 
fecting agriculture generally, and the peculiarities of tlie 
land ; so that wc may say that the agricultural rent is 
independent of tlic urban conditions. If, then, a tax is 
imposed on building, but not on agricultural, rentjd, the 
tax on ground- rent on tlie margin will obviously full on 
the occupier. Land will not be devoted to building unless 
it gives at least the agricultural rent plus the tax. It is 
also argued (as by Mill) that tliis amount of tax on ground- 
rents will fall on all the occupiers, bccauscMis tlie result of 

1 C/. Edge worth's “ Pure Taxation," £rono/Hte Jour/i'i/. M.ircli, 
1807, for a full treatment by mathematical methods, the results being ably 
traDslatcd Into literary English. 
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competition for sites the values of the differences in the 
net advantages will remain constant.* This assumption, 
however, is jnirely arbitrary and not very probable, as it 
assumes similar elastic! t}* (or inelasticity) in the de- 
mands for various sites. It might, however, happen that 
nearer the margin a small rise in price would have greater 
effect on the demand than at the other extreme. Thus 
suppose the marginal land is worth £10 an acre for nur- 
sery gardens, and if let for building must pay £5 per acre 
ij] addition. Then if it be assumed that building-lands 
are graded by additions of £10 running up to £1000 per 
acre, Mill's theory assumes that in each case £5 will be 
added to the rental of the occupier : i.e. £10 becomes 
£1*), £hi^0 becomes £093, and £1000 becomes £1005. 

But it is quite possible that though, owing to the alter* 
native use in the case of the £10 land, the whole £5 may 
be tijrown on the occupier, the occupiers higher in the 
scale will not be forced to pay the £5. They may say — 
not that tlioy will give £10 more for one site than for an* 
other we — but that quand mSme^ having regard 

to other expenses, they will pay only so much for house- 
rent. i\‘ople may be forced to pay £15 per acre to get 
some accommodation, but rather than pay £30 instead of 
£25 they would submit to some inconvenience. 

The transmission of the £5 per acre through the as- 
sumption of fixity in the differences of values becomes 
more difficult when we take into account the greater capi- 
tal expended on the buildings of the superior land as in 
the flat system compared with villas. If villa gardens 
were taxed £.5 per acre, it is not easy to see why a fiat in 
the centre of the city should pay some fractional part 
(say a penny) more, by way of ground-rent. 

Instead of assuming, however, that the tax is uniform 
on all lands, we may make the more real assumption that 

^ But tThate?er raises the lowest ground-rents raises adl others^ since 
each exceeds the lowest by tbe market value of its peculiar advantages.*’ 

— Mill, p. 502. 
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the tax is imposed on the buikli.ig-rcnt and ground-rent 
conjoined as house-rent. 

In discussing this case Mill again makes an assumption 
winch has the advantage of simplicity hut is purely arbi- 
tiaij : he supposes, namely, tliat a tax of (say) 10 per 
cent on house-rent will fall on the ground-rent and on the 
bu.kl.ng-rent exactly to the extent of 10 per cent in each 
case ; and whilst that on the ground-rent remains on the 
landlord, that on the building-rent i-emains on tlie occu- 
piei. If the building-rent is regarded as determined by 
uio orcUnury rate of profit, and tJie occupier's demand is 
inelastic, a tax on the total house-rent levied from the 
occupier must fall in the first place on the occupier, liut 
on the same a.^sumptions he cannot transfer any part to 
the land-owner. If, however, the demand is elastic, and 
as before the building-i-ent constant, part of tlie tax will 
be thrown on the landlord— but the amount will depend 
on tlie elasticity of <lcmand. And the transference can 
only take place, of course, on tlie assumption tJiat llie con- 
tracts for the lure of the land are subject to constant 
renewals on any change of circumstances. 

It folloM’s, then, tliat in general a tax on ground-rents, if 
intended to strike the landlord, should be levied directly, 
^nd not be left to bo shifted hy the occupier on tlie 
lenewal of his lease. And the longer the lease, still more 
necessary is it to levy the two portions independently. 

There is, Iiowever, always the practical didiculty of de- 
termining how much of the total house-rent is to be 
ascribed to the ground, and how much to tlie building, 
when we are considering buildings erected xindcr different 
conditions. There is besides, in business ])rcmises, llie 
value of tlie good will, and in ordinary residences, the 
value of the tenant-right as shown by the general condi- 
tion and amenity. 

Still the fact remains that during the lease any new tax 
levied from the occupier cannot be shifted, and on the ex- 
piry of the lease may not be shifted in tlie proportion 
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in ten clod. In the case of feu-duties in Scotland, the 
ground is let in perpetuity at a fixed rental.* Thus 
the actual feu-duty may differ to any extent from the 
true ground-rent. Occasionally the feu-duty is so heavy 
that tlie huilding will not, qua building, obtain the ordi- 
nary rent, but in a progressive state the feu-duty often 
becomes much lo.ss than the true ground-rental. 

It is clear that a tux on tlic occupier or the feuer cannot 
bo transferred to the owner of the feu-duty, unless power 
is given by law, and then we have a case, not of shifting, 
but of legal incidem’e. 

These feu-duties or perpetual rent- charges are, how- 
ever, constantly bought and sold according to variations 
in tlie rate of interest (tlm security being generally sup- 
p()sotl |)erfoct as being a tirst charge), and a tax levied on 
tlicm should be governed by the rates applicable to similar 
first-class securities. 

'flic gnaincl (subject to the feu-duty) also changes 
liamls, the value being <lctcnulned b}' the estimated 
grouml- rental under tlie new cemditions. Tlic buildings 
also are let at varying I'cnts — and may be displaced by 
other buildings, as, for example, when dwelling-houses are 
rcmovotl to make way for InisincHs premises. Tlius in 
any actual ca,sc it becomes <lillicult to assign the true share 
of the gross rental due to the imrc value of tlie land. 

Any tax intended to strike ‘"land values,” which really 
strikes the occupiers of houses, has important ulterior 
effects. As regards dwelling-houses, it may lead to over- 
crowding and may chock improvements, and as regards 
businesses, it may check their development or in some 
cases may fall on the consumers of the articles supplied. 

On the other hand, a special tax on land suitable for 
building which is being held up for the rise in value, and 
in the meantime is only rated at its agricultural or un- 
built value, would tend to throw the land sooner into the 

I Omitting casuaUies and various fouclal burdens whiclx may in general 
be commuted. 
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hands of the Inulders. u.ul so far in the meantime general 
housc-rents would full. But tl.e ulterior effects might be 
that lands would boused for inferior buildings which it 
would be expensive to i-emove later on, so tliat ultimately 
the lands would not ho so well occupied and would yield 
ower rents and also lower taxes, and besides would have 
bmldin^ not so well adapted for the use of the tenants. 

^ §5. T^.i,ilwn of Land Jalue$ — Practical Conclusions. 
l ie preceding sections indicate tlie principal theoretical 
dimeulties in connection with the incidence of taxes on 
land, and by varying the hypotheses, ami by making dif- 
ferent combinations, many other cases might be presented. 
Itnougli, however, has been brought forward to justify 
some important practical conclusions regarding the pro- 
posal to tax "land values.” 


(а) Any tax intended to strike pure economic rent 
should be taken directly from tlie owners of that rent, 
the shifting by the occupier is uncertain, and the uncer- 
tainty causes inequality. The partial evasion by the oc- 
cupier (i.e., legitimate evasion) as by taking inferior 
accommodation, or by charging higlier rates to the cus- 
tomer.s of his business, is productive of economic loss tliat 
may far more than neutralise any gain of revenue to tlie 
btate or the municipality. 

(б) It follows also that if the.se inconvcnieiice.s are not 
ti) ensue, the amount of the true economic rent must be 
accurately determined, and the ownersliip definitely 

• ^*°*^**. f pre.scnt great practical 

dilTicultics. True economic rent is in practice nearly 
always combined witli other forms of revenue. Tiie rent 
tliat is paid for agricultural land is partly, ami very often 
argely, simply interest on the various forms of capital 
sunk in and about the land. This interest is, in general, 
calculated at a low rate. Any exceptional taxation on 
"economic rent” that actually struck profit rent, would 
check agricultural improvement, and lead to the deterio- 
ration of land already improved. 


VOL- III. Y 
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Again, as regards the ground-i-ents of urban lands, al- 
though the pure economic rent seems, at first sight, more 
easily ascertained, it is, as a matter of fact, very difficult 
to determine accurately, and there must he a considerable 
margin of doubt. H houses were tents or tabernacles 
that could be easily shifted, and required no connections 
with systems of roads, water, lighting, drainage, etc., the 
economic runt of a ‘'stance” would be simple enough. 
But the more complicated the building and its connec- 
tions, and the more it is adapted for special purposes, 
so much the more difficult is it to separate the pure eco- 
nomic rent of the ground from other elements included in 
the gross rental. 

Further, even when the amount of the pure economic 
rent has heon determined, there is still the difficulty of 
discovering the true owner, that is to say, for the purposes 
of tins exceptional taxation. The “ true ” owner from the 
point of view of those who advocate tliis particular penalty 
is in the position of the “original thief” of stolen goods. 
Just as a purchaser in market overt is not held to be lia- 
ble to rc.store the goods, so neither should the person who 
has paid the full value for land to the original thief be 
liable to restore the land (or its value) to the original 
owner — the community. But in old countries the origi- 
nal tliicf has long ago been lost sight of — he cannot be 
tracked through the maze of contracts. 

It is said, however, that apart fi-om this original sup- 
pression of free land, there is a continuous exploitation 
by private ownei-s of the increasing revenues really due 
to the growth of i\ie State, or more precisely to the envi- 
ronment of the land. This is, no doubt, perfectly true in 
progressive societies under certain conditions^ — though 
not necessarily and universally true as is shown by the 
great fall in the rental of some agricultural lands in Eng- 
land in recent years, and in the decaying parts of some 
towns and cities. But supjmsing that this unearned — 
this continually “becoming” increment — could be sepa- 
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rated, it would .still Ik* dillicult to tux I lie true owner or 
the actual exploiter. If (he uxceptioual tax were im- 
posed oil the sales of lands, it would check the transfer of 
lands, and a eorresiHUuling tax carried over to the lands 
not sold would be dillicuU to estimate accurately. If the 
tux were imposed on new leases, it would give a relative 
advantage to the old lessees; and if they were taxed ac- 
cordingly, tlicre is again the dilKcully of estimation. 

(c) The proposal to ta.x land values — in tlie sense of 
'‘unearned increments” — is simple only in appearance. 
It is not only dilTicult to diKtinguisli in rentals between 
unearned and earned, and between the respective owners 
of these portions, but it is difficult to know when the ap- 
plication of the principle is to stop, and the fear of creat- 
ing precedents is one of the greatest and most salutary 
checks on govorninenUl interference. It has already 
been explained that there are large unearned elements in 
every species of revenue. Hut there can be no question 
that any attempt to seize tlicm as they arise would cramp 
the general activity of the society, and to seize tliem after 
they liave been suffered to accumulate would be an tz post 
facto policy which would quite as effectively encourage the 
others not to make any sucli gains. 

It is, of course, assumed in this argument tliat the seiz- 
ure is complete and differential, for sucli additions to prop- 
erty and income are of course subject to general taxation 
of an ordinary kind. There can be no question that the 
attempt generally to differentiate between earned and un- 
earned iiicornc would logically end in socialism, and would 
destroy the efficiency of the present system. 

{d) And thus we again reach the position that, if the 
ultimate aim is socialism or any approximation thereto, it 
is better to try to attain tlie end, not indirectly by excep- 
tional taxation, but directly by more general methods. 
And still more is this the case if the reforms contemplated 
are not so subversive of the present system as to be fairly 
called socialistic. There arc many positive abuses con- 
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nectecl with the private ownership of land, and there are 
many defects resulting from a want of land for public pur- 
poses. But to suppose that those abuses and defects will 
be counterbalanced or obviated merely by the absorption 
of unearned increments is altogether illogical. It is amaz- 
ing that people who think they are extreme land reformers 
should imagine tliat, if they can only seize the unearned 
increment of land, everything else will follow. It is not 
only possible and probable that the method of seizure 
adopted, if at all general and exhaustive, would create still 
greater abuses and defects, but the total value — after al- 
lowing compensation to holders in good faith — would be 
ridiculously small for the social elevation of the masses, 
the professed object in view. Tlie pursuit of tills will o* 
the wisp of an unearned increment turns the attention 
away from possible, tliongh diilicult, substantial reforms* 
Such reforms are prevented by the too great deference 
.still paid to the owners of land in dealing with definite 
abuses, improvemonts in cities are constantly prevented, 
not only by the ransom to be paid by way of compensation 
to vested interests, but also by the vague respect shown to- 
land as distinct from other property. TJie method of legal 
enactment — justified by various legal principles — would 
soon reduce this comj>ensation and these antiquated rights 
to reasonable limits. The method has already been applied 
with effect, but is capable of much wider and more rapid 
extension. 

Land, again, may be applied to various purposes of great 
public utility, but of little commei'cial value to particular 
individuals. Free access to mountains and guasi- waste 
lands would c.ausc little monetary injury either to farmers 
or sportsmen, and for any real injury compensation might 
be given. Similarly rights of way might be given through 
cultivated land — according to the old English custom 
there was a foot-path way between villages — and in many 
other ways the amenity of land might be enjoyed without 
any serious injury to its commercial exploitation. 
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By Ihe theory of Kiiglisl, hnv it is said tliut the o«-iier 
of tl.e niul can prosecute for trespass ll.ose who sail above 
It m a bidlooii, ultliougli happily his remedy would consist 
only in the damages proved to result. Hut very few people 
know anything of the law of trespa-s-s and the threat of the 
utmost rigour of the law placarded on multitudes of notice- 
boards throughout thi.s country is a ridiculous exploitation 
of the law-abiding Imbits of the community. 

1 he provision of open spacer in crowded neighbourhoods 
rs now considered so important that great expense is in- 
curred in widening streets and making gardens in the older 
parts of towns and cities; and yet we find that such cities 
and towns are continually extended into pui'ely ugricul- 
tural land without any adequate reservation of space for 
light and air in the dwellings, convenience of communica- 
lion, or facilities of recreation. Instead of attempting to 
obtain tlie unearned increment from new, crowded dwell- 
ings, it would be far better fi-oin every social standpoint 
to extend the area of building, not by taxing vacant build- 
ingdands, but by compelling all new buiJding-land to con- 
tribute a share toward providing for the perpetual vacancy 
of sumdent land for piibliu purposes. As it is, a town is 
extended as if the inhabitants intended fo fortify it with a 
wall able to i-esist modern artillery, and as if the means of 
communication were restricted to muddy medlmval roads. 

That .a part of newly occupied land should be reserved 
for public purposes is a custom of tlie highest antiquity. 
Mr. Scebolim, in Ins classical work on the English village 
community, was iiiiabte to account for the origin of little 
odds and ends of unused land which have from lime im- 
memorial been called “ no man s land,*' or any one’s land,” 
or “Jacks land.” Mr. Oomme,* however, has suggested 
that an explanation may be found in a Scottish custom.* 
Clooties croft or the gudeman's field consisted of si small 


‘ TJie facts cited are Uken from Mr. Gom roe’s nnaoe Communis v, 
pp. 114, 11.-5. 

^ Quoted froD» Henderson’s PotJclon of Xorihern CounlieSf p. 278. 
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portion of the best land, set apart by the inhabitants of 
most Scottish villages as apropitiatory gift to tlie devil, on 
which property they never ventured to intrude. It was 
dedicated to tlic devil's service alone, being left untilled 
and uncropped, and it was reckoned highly dangerous to 
break up by tillage such pieces of ground. In several 
places in Devonshire similar [wtehes of ground are also 
found. The explanation of them eomes from the non- 
Aryan vilhigers of India. Among tlie aborigines of Gang- 
pore a fragment of the primitive forest is left when the 
tir.st clearance is made, as a refuge for the sylvan deities 
whom the clearing might have disturbed. 

AuUl clootie no longer haunts the gudeman’s field — the 
sylvan deities have vanished they live no longer in the 
faith of reason"— hut still the hearts of men have the old 
longing to keep hits of land sacred from private ownership. 

The laws affecting land (as typical of nature) — whether 
as reganls hire, purchase, or public use, whether as used 
for agriculture, building, or mining, or considered as fur- 
nishing motive poxver or providing recreation —are neces- 
sarily complex, lint the legal principles that are still 
applied are to a great extent antiquated, and their reform 
is prevented because the effective energy of reformers is 
dissipated in vaporous schemes for nationalisation andtex- 
atioii of land values.^ 

> Tliia cUnpler wa* in Ihe pres* before tlio pnblieslion ol The 
oftht Royal Comn^Monon Local Taxation. 



CHAPTER XII. 

TAXES ON PROFITS AND CAPITAI.. 

§ 1. Tarc9 on Profu, Profits (according to tlie analy- 
sis previously given of the common acceptation) consists 
of tiiree elements : viz.* intei-est, insurance against risk* and 
wages of superintendence (or earnings of management). 
Ihe principle of the tendency of profits to equality may 
be applied to each of these elements separately, but it can 
only be applied to the incidence of taxation w hen the vari- 
ous qualifying conditions are taken account of according 
to the circumstances of the case. We may, to begin with* 
assume perfect mobility of capital and business power (and 
coordinate forms of professional labour), and assume, fur- 
ther* perfect competition, but if the object is to discover the 
ultimate real burden of certain forms of tuxes, the modifica- 
tion of these |>erfcctions by partial immobility and partial 
monopoly must also be eonsideml. It must be remem- 
bered also tliut all that the theory of equality of profits 
asserts under the most favourable conditions is tliat if any 
imrticular form rises above or falls below the ordinary cur- 
rent rate (liaviiig regard to ^»a3<-pcrmanent causes of dif- 
ference), such a rise or full will be unstable. Tlius it is 
seen at once that the shifting of tuxes througli this ten- 
dency of profits to equality must always be a matter of 
practical difficulty. At the same time it is not necessary 
to resort to the extreme of Cliffc beslie, and to suppose tlmt 
the theory is of no practical importance whatever. As a 
matter of fact a large part of actual taxation, e.f/., taxes 
on commodities, depends on a tlicory of sliifting which 
is based on this tendency to equality, and the sliifting 
docs take place with — it is true — important disturbing 

.*^27 
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causes. It will be convenient to examine in the first 
place the three elements of profits in order and later on 
to consider taxe.^ on commodities* and general income and 
property taxe.s. 

§ 2. Tare 9 on Intertii, Tlie interest on capital in any 
industrial or commercial area in which tlie conditions of 
perfect competition are approximately realised tends to 
equality, provided tlie security for the payment of prioci* 
pal and interest Is the same. If, then* a tax is imposed on 
every form of pure interest, the incidence will be in the 
first place on the owners of the capital. Tliey cannot 
shift the tux by the removal of the capital to untaxed in- 
dustries. But two indirect consequences will follow, 
(rt) As Adam Smitli remarks, tlie proprietor of stock is 
properly a citizen of the world, and is not necessarily at- 
tached to any |»ariicular country. He would be apt to 
abandon the country in which he was exposed to a vexa- 
tious inquisition in order to be assessed to a burdensome 
tax, and would remove his stock to some other country, 
where he could carry on his business or enjoy his fortune 
more at Iiis ease. Tins argument applies, it is true, to 
profits generally, but it is still more true of pure interest, 
or of interest with allowance made for difference of secu- 
rity. If, then, capital is sent abroad, the ultimate result 
will be Umt the country in which the tax is imposed will 
possess less capital, and this will yield so far a higher rate 
of interest and thus counterbalance tlie burden of the tax. 
(b) But secondly the tax will tend to check the accumula- 
tion of capital within the country so far as interest received 
is a cause of accumulation. It must, however, be recalled 
that tlie rate of interest is only one of the causes affecting 
the accumulation of capital. 

A tax on some particular form of interest (security still 
being supposed perfect), for example, on mortgages on land, 
would fall on the borrowers, because the lenders could 
escape the tax by lending in other ways. 

In general, however, the security is more or less imper- 
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feet, and insiu-ance against risk is allowed for in tlic rate of 
interest charged on borrowed caintal. TJiiis a tax wliicli 
takes an equal percentage from all species of interest will 
be in part a tax on insurance against risk, and the ten- 
dency must be for sueii a fax to fall on the borrowers of 
the capital. 

Suppose at any time a poi*fect security yields 3 per cent, 
and one with greater risk (J per cent, then 3 percent repre- 
sents the estimated value of tlie insurance against risk. 
A tax (say) of one-third for simplicity which reduces tlie 
net yield on the first to 2 per cent would reduce the net 
yield on tlie latter to 4 i)ev cent. In order then for the 
insurance against risk to remain undisturbed, the gross 
yield in the latter case must rise from 6 to Tj per cent.^ 
It follows tl>en that a tax levied on all forms of interest 
(no allowance being made for risk) would tend to check 
investments in proportion as risk was involved. This re- 
st! It would follow, even althougli the rate of interest on 
perfect security, owing to the cntisc.<» noticed above, were 
raised in proportion to Die lax. 

3. Tax€9 on I!arfnn//9 of Manatjerntni. A tax on (hut 
part of profits known as earnings of inauagenjent would, 
if imposed generally, fall in the first instance on ilic entre- 
preneurs or employei's of capital, and with shnilar indirect 
consequences to those observed in the case of interest. 
Capital would lend to flow abroad and accumulation wouhl 
be checked, especially so far as the enjployers of capital 
are also the owners. 

If the difTerences in the net advaiiluges of different 
methods of employing capital are su]q)osed to remain con- 
stant according to the various causes of difremu'cs of 
profits in different employments, a pi*<i)x>rli<>nal tax on 
profits must lie in part transferred to ibo eoii.sumcrs of 
the articles produced, in the same way us a tax on interest 
with insurance was shown to fall on tlie borrower. 

That clement in gross profits which is .styled fyiom-rcnt 

^ Ono-Uiird taken from 7| in to .7, and o iniimK is 2. 
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may, so far as taxation is concerned, be treated by the 
principles applicable to rent so far as the immediate inci* 
ilence is concerned. There is, however, an ulterior effect 
to bo noticed, ^wosi-rents in their most important form 
may be regarded us rewards for the adoption of more ef* 
fective methods of production or distributive consumption. 
Taxation intended to strike such exceptional gains lieavily 
will so far tend to check improvements and enterprise. 
In tlie same way taxes on speculative gains will check 
speculation with consequent reaction upon prices. 

A tax on some particular form of profits (as distinct 
from a tax on general proHts) will, it is generally said, 
fall on tlic ctnisnmerof the article produced ontlie ground 
of the temlency of profits to equality. This view will be 
cxainine<l in connection with taxes on consumable com- 
modities. 

It will be seen from this general survey that the inci- 
dence and effects of a tax on profits (taking the term in 
Its common acceptation without analysis) are extremely 
difficult to determine, and the practical difficulty is still 
greater tliau tlio theorcticul. Profits are always fluctuat- 
ing an<l extremely difficult to e.stiinate. “Profit,” says 
Adam Smith, in the most effective presentment of this 
peculiarity yet made, — “profit is so very fluctuating tliat 
ihc person who carries on a jwirticular trade cannot always 
tell you himself wliat is tlie average of his annual profit. 
It is affected, not only by every variation of price in the 
commodities which lie deals in, but by the good or bad 
fortune both of his rivals and of his customers, and by a 
thousand other accidents to which goods, when carried 
either by sea or by land, or even when stored in a ware- 
house, are liable. It varies, tlicrefore, not only from year 
to year, but from day to da3', and almost from hour to 
liour.*’ 

The practical difficulty in estimating profits is shown 
by the various empirical rules adopted for assessing profits 
for taxation. Thus it is assumed that in England farmers 
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prolits are equal to oiic-half tlio rent, and in Scotland to 
oae-third, though any farmer wlio thinks liimself over- 
taxed may sliow liis ln>oks and have the amount adjusted. 

§ 4. Ttu-i'H mt CapUitL Taxes on capital, as distin- 
guished from taxes on tlie revenues tlerivcd therefrom, 
are levied principally, at the pi‘esent time, when property 
changes hands, ami may be divided as they are by Adam 
Smith, Hccor<Ung as they are levied when property passes 
C'O from the dead to the living, (A) from the living to tlie 
living. 

It is obvioms as regards incidence that taxes of the first 
class (a) are the most direct of all taxes, in tlic sense that 
they cannot be transferred to other persoim by the bene- 
ficiaries. llie principal difficulties connected with the 
‘ death” duties arise in connection with the canon of 
e(iuality of taxation. Opinion is still divided as to 
w'hethcr different classes of property sliould be taxed 
at different rates, personal and real estate, and on 

what principle.^, as well as on the advisability or equity 
of making such taxes graduated or pi-ogressive, These 
questions have already been discussed^ in i-espect of the 
principles involved, and furtlier discussion may be re- 
served for the treatment of local finance. As regards 
capital — in the sen.se of proiluctivc ca[iilal — it may be 
observed that heavy graduated succession duties would 
give a Htiinuhas to personal extnivagancc and impose 
a check on accumulation, and a.s a consequence pro- 
duction might bo lessenc<I, partly by want of capital 
and partly by tlie check placed on production on a large 
scale. A heavy tax on largo capitals at home will place a 
premium on investments abroach* With the present rate of 
accumulation in this country the stimulus to cxporlalioii 
is not perhaps of much importance, but it might become 
so, and every clieck to production on a large; scale would 
tend to clieck economics and place the country at a dis- 

‘ See above, CJi. VII. 

^ supposing Uioy can evade ibc succi'Shion duiics. 
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utl vantage in foreign competition. Indirectly the creation 
of joint stock companies might be artificially encouraged. 
These objections, however, to progressive succession duties 
do not appear to be of much iniportance so long as the 
duties arc not excessive. 

Tuxes on the transference of capital from the living to 
the living cunjiot be very easily taken directly, as Adam 
Smith points out, since such transactions may be easily 
kept secret under the cover of nominal ownei'ship or 
trusts. This [)ossibiHty of evasion has led to the inven- 
tion of stamp and rt*gistration duties. Tlie penalty of 
invulidity attached to iin.stamped documents of various 
kintU has proved a very effective deterrent to evasion. 

A tax on sales will vary in it.s incidence according to 
the principles already examined, the elasticity of 

demand and siij^ply, the conditions of competition and 
immopoly, etc. Tlio famous alcavala of Spain was a tax 
of so mud I per cent upon tlie sale of every sort of prop- 
erty, whether movable or immovable, and was repeated 
every time the property was sold. It is, perliaps, of all 
historical taxes that which offends most against all the 
canons, and to it is ascribed alike the ruin of Spanisli 
manufactures an<l agriculture. 

If taxes on sales — lands or stocks — are imposed 
in such a way as to fall less heavily on large transactions, 
the tendency will be for the differential portion of the tax 
at least to fall on the purchaser of a small amount, and 
accordingly transactions in small amounts will so far be 
discouraged. 
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TAXES ON CONSUMABLE COMMODITIES. 

§ 1. Meaning and Origin of Taxation of Vommoditieo. 
Since all taxes full on pei-sons, and must be paid by them 
out of tlieir income or property, it follows that taxation of 
commodities is only a method of reaching tlie wealtli of 
persons. Even under modern conditions It is found Inex- 
pedient on various grounds to pusli direct taxation beyond 
certain limits, and in the United Kingdom under free 
trade about half of the imperial revenue from taxation is 
derived from customs and excise duties. 

In ancient times’ the direct taxation of freemen was 
considered a degradation. In Rome under the republic, 
as in Athens, a citizen paid no tax on his personal income; 
liis property also was burdened with taxation only as an 
extraordinary resource in case of need. The chief sources 
of income were public estates, fines, tributes, and indirect 
taxes. 

The levying of a direct tax on a freeman, to the Teu- 
tonic man as to the man of antiquity, seemed an insult, 
and the regularity of a personal tax a sign of bondage. 
So late as the seventeenth and eighteenth centuries* there 
was an enthusiasm for indirect Uxe.s and the saying of 
Montesquieu, that the excise is an attribute of liberty, was 
expanded by Thiers into tlie dictum tliat indirect taxation 
is the method of the mast advanced peoples, direct taxa- 
tion that of barbarians. Tlie contrary opinion, however, 
is now generally accepted both on Ixistorical and theoreti- 
cal grounds. 

‘ Cobn, op. cii., §60. * § 02. 

303 



334 


ECONOMIC FUNCTIONS OF GOVERNMENT. 


§ 2, Metlioih of Taiimj Comn\odiiit%, Under modern 
conditions, taxes on consumable commodities are levied in 
three ways : (a) directly on the consumer, t.g.^ licenses to 
use certain tilings ; (^) iiulii-ectly through the inland pro- 
ducer, excise duties; (c) indirectly through the ex- 
porter or the importer — customs duties. The term 
consumable commodities*' must he taken in a large 
sense, r./y., qua tlie dog tax, the owner is the consumer of 
the commodity dog, and by analogy the employer is the 
consumer of his liveried servants (and not the converse). 

{a) Of taxes tliat arc imposed primarily on the con- 
sumer the most important in modern times is the house 
tax, if tliG occupier is regarded as the consumer of that 
commodity. The incidence, however, of the Jiouse tax is 
best considered in connection with taxes on land and 
rent,^ and tlie other characteristics of the tax under local 
finance. 

Other direct taxes on consumption may be described as 
licenses on use. Sucli licenses are of very ancient origin. 
!Somc were payments for privileges, us in the old forest 
laws ; some were granted originally by way of exemption 
from sumptuary regulations ; various prohibitions affect- 
ing ornaments, dress, and festivities were commuted into 
a fiscal composition.^ In some of the mcdiicvul German 
towns tlie fees paid for wedding feasts formed a regular 
source of income. Other licenses may be traced to royal- 
ties^ of various kinds (including monopolies). The 
monarch claimed an increasing number of prerogatives by 
which he could exact payments for the use or enjoyment 
of varioiia things and privileges. 

Under present conditions direct taxation of the con- 
sumer is not considered a convenient source of revenue 
except to some extent for local purposes.* The great 
objection to such taxes is that they are inconvenient to 

*Sre above, Ch. XI. *CohD, § 67, 

’ Ihid., § fiO. An enumeratjoa ol four hundred re^ia is veotJoaed. 

* BasUble, p. 466. 
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the taxpayer and unproiluc-live to the reveiu.e. In tl>e 

iuM \ clogs, 

oUM4>, ote.) from this source U now only 

'nine of these licenses, however, ure rclainetr partly for 
police purposes. 

(*) Tl.e i,rese<.t excise duties -levied on tl>e inlaj.d 
pioducer — juuy be connected hislorieully with direct con- 
suniption tiixes. In Enghind, as ah-eady observed, the 
tvaxoii monarch lived of Ids own. but l.e also took directlv 
much consinnuble wealth in the course of l,is journeys 
through the country. Tlie royal court travelled like a 
host of locusts. The next step in advance was tlie 
deve opmeiit of the right of purveyance or j>i-eemption. 
the king paid for his commodities, but lie did so at prices 
fixed by Ins own olficei-s and with tallies tliat were not 
always honoured on presentation. In the literal significa- 
tion these exactions were excises, but they differed from 
the modern excise duties in tl.at they were .sporadic and 
not uniform, and were often taken, not from the -pro. 
ducer,” but from the -consumer.” 'I'licy were also 
extremely unecpial. Purveyance in England lasted III] 
the Civil War, of which it was a contrihutnry ‘ if 
minor cause, and was not formally abolislied till ItiOO 
It is noteworthy Unit the lirel excise in the modern 
sense was granted by the hong Parliament in Kijy ; 

It wa.s one of tlie numerous llritisli imitations of the 
Dutch. 

Excise duties may al.so be traced to atiollier .source. 

1 he king jiossessed large feudal riglils in the shajjo of 
market dues and tolls, and llie liiinsition from exactions 
of tins kind to taxes on sales was natural and in most 
countrieH wan accompli. slice! very early. 

J he crown al«o enjoyed certaiJi prerogatives for the 
regulation of trade. Many lines were imposed ami licenses 

* On Ihc unpopuUrUy at timt lime of purveyance and pn-eunHion. 

vartier ticues Siubbs, Vol. IJ. 
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granted in inattei-s affecting trade and merchandise.* 
h’l'orn regulation to taxation the transition also seemed 
easy and natural until the revolt of the American Colonies 
•shattered the survivals of this inedueval jnerogative. 

(t) Tlie customs duties — levied on exports to and on 
imports from foreign countries — are of very ancient origin. 
'I'lie term “uustom.s," or its Latin equivalent "eoHBuetu- 
was at first aiipHed to all kinds of customary 
payments, inelnding m/.r ali>i various kinds of ecclesias- 
tical dues.® Customs duties in tlie modern sense may be 

iraeed like excise duties to different sources. Tolls were 

levied l.y the king at tlie ports; there wius prtMffe of 
wines; there were diBiiifii and quiiigiine* of general mei- 
chan.lise (tenths ami fifteenths); and licenses were 
granted eonferriiig exemptions and privileges. Some of 
these early enstoins have l>ecn supposed to be examples of 
tliu benefit tlieory of luxation— the payment being regarded 
as a pureliase of tbc king’s security, and tlius as a species 
of insurance against risk. They were, however, more 
probably a development of the right of prisn'je. 

The ilutics levied at the ports had become customary 
before Magna ( 'harta.^ and attempts at additions were con- 
demned as vinletoU'B. These ancient and lawful customs 
were continued from Idl.'S to 1-275 wlicn the foreign 
lucrcliants granted some additions* which, with those 
formerly in use, constitute the -ancient and great 
customs. Tile reign of Ivlward III. w.as always referred 
to as the golden age of customs, the principal contribu- 
tion being from the export duty on avooI. 

. Madox. Exch^q-rr. Ch. XIII-,}-"., gives examples of fines for leave to 

'"a Ma.lox. Exxhf.,«^r. Cl.- XVIII., p. 52.1. Sec for full dct-iilc of tbe 

origins, H. Hall's //W-ry -./rAe ChM-m’ 

> In the 0 King Jolin the qmKxime for the port 

12.*. lOd-, whilst that of Boston was £780 15*. 3d. — Madox. • 

^The private bargain of ti.e king with the foreign merehants was an 
attempt to evade the regulation of I'arliament, and was set aside. 
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This king Jiad obtained pi-jicticallv, bv successive nnr 
hamentaiy grants, a permanent revenue from tannage Ld 

foi hm.tea times, or at most for life. All the Tudors 
'^ere granted tannage anti poundage for their lives. The 

ment 1,\ Charles I. ,vas even more than purveyance a 
contributory cause of tlie Civil War. ^ 

Nineteenth Cen. 

feu fullj tangled growth, is the best possible commentary 
0 the principles of taxation laid down by Adam Smith 
and developed by his successors. There is not one of the 
gloat canons which we are accustomed to take for granted 
lUnch was not transgressed in every conceivable applica- 
tion lieforc the conclusion of the great Fiencli war (181.5) 
faxes were, apiiawntly. supposed to fall not on penons 
l»it on t/un,/e, and everything was taxed. — exports, im- 
ports, and home produce for home consumption : “ Tuxes 
upon everj’ article which enters into the mouth, or covers 
the back, or is placed under the foot. Taxes upon every- 
thing which it is pleasant to see, hear, feel, smell, or taste, 
faxes upon warmth, light, and locomotion. Taxes on 
everything on eartli or under the earth, or everything that 
comes from aln-oad or is groivii at home. Taxes on raw 
material, tuxes on every fresh value tliut is added to it hv 
tlic industry of man.”* 

In spite of tins enormous taxation of “things” the 
national dcht was inorcased by £022,000,000, and we 
have it on tlie authority of Mr. Gladstone tliat if the 
income tax, which in 18H was 2*. in tlie pound, Jmd 
been imposed before 180G, tliei-e need liin-e been no frcsli 

merchandirc* ^ to llie pound value of 

itfO/ew (1820). Tills eelcbratoJ pas- 
sage Iff quoted in exlenao in Dowell. II.. p. 261. 

TOL. Ijf. — 
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debt. Ill 1792 the total expenditure of the British 
^ovummeut was about X 18,000,000, in 1814 it was 
XI 12,000,000 ; namely, X 34,000,000 from loans and 
X 78,000,000 from revenue taxes. ^ The wisdom or the 
necessity of the management of the debt with the constant 
" import ’’ of loans and export " of repayments has been 
disjinted, but there can now be no dispute as regards the 
trcineu clous burden iiniK)sed directly and indirectly by 
this cumbrous system of taxation of commodities. When 
the war terminated, the income tax was taken off and the 
indirect taxes were left. A parliamentary report of 1820 
sliowed that X0,000,000 were raised by taxes on the raw 
materials of manufacture, — tlie worst of all methods, 
h<*causo advuTiccd by the producer at the first stage, — 
whilst, ;>rr ewUra, ] protective duties were levied on every 
manufacture whatever — on those not specially eiumie rated 
20 per cent, and in some cases 75 i^er cent. Agriculture 
wi\H protected still moi-e — there were not only corn laws 
Init animal laws (llio duty on an ass being 10«. and 
(in a liorso XI). whilst the importation of animals used 
as fcjod was absolutely prohibited. Kveii in 1832, tlie 3 'eai 
of the great Reform Bill, the popular agitation was mainly 
directed against sinccui-cs, not against dear food. By the 
customs tariff of 1842, 2G2 articles of raw materials of 
manufacture yielded about X2, 000,000, mid 200 finislied 
manufactures yielded less than X500,000; and taking a 
general view we find that there were 704 articles which 
altogether yielded a little over £1,000,000. 

The excise duties give corresponding results : many 
wei*e unproductive and many were prolific in evil results 
taxes on bricks, glass, pa(>er, soap). 

The period of reform began practically in 1842 under 
Sir Robert Peel. In that year he I'eimposed the income 
tax, which enabled him to abolish or reduce many of the 
most injurious customs duties, e.ff-y duties on raw ma^- 
rial were lowered to a maximum of 5 per cent, and duties 
1 John Not>lc'9 yaticnal Finance, p. 4. 
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on manufactures to u maximum of 20 per cent. In 1845 
t he income tax >vas reiie\ve<l for three years to effect fur- 
ther reforms, anti 430 articles were taken off the tariff and 
otlier reductions were made. In 1840 the corn laws were 
repealed, and animal food (alive or dead) was admitted 
free, and many other customs duties (as also the excise 
on glass) were abolished. The same policy was continued 
under Lord Jolui Russell, the Navigation Acts being 
repealed in 1850. In 1853 Mr. Gladstone became Chan- 
cellor of the Exchequer, and celebrated the occasion by the 
delivery of a Budget speech* of five Jiours' duration- 
pro bably the finest oration on finance ever delivered, and 
certainly the strongest in argument. His main theme 
was the renewal of the income tax. He showed, as has 
never been shown before or since, the inequalities and the 
difficulties of tins ta.x,and yet, in order to effect further 
reforms in indirect taxation, he not only renewed the tax, 
but he lowered tlie limit of exemption from ^160 to £100, 
lie extended the tax to Ireland, which had formerly been 
exempt, and finally, to mark its Umporary character, he 
imposed it for ttvtn yeai-s. The most noticeable of the 
reforms he was enabled to effect thi-ough tliis increase of 
direct taxation was the abolition of the soap tax. The 
reasoned statement for the abolition is one of the best 
examples of critical analysis and lias been quoted and 
requoted as a model of exposition in form and sub- 
stance. The interpolation in the main argument, “To 
extinguish the African slave-trade, repeal the soap 

tax, shows the touch of the master in firmness and deli- 
cacy. 


At the same time 123 articles were set fix*e from cus- 
toms and 133 mluccd. The Crimean War checked the 
progress of reform, but the final I'csult was the reduction 
of the tariff to such a degree of simplicity that practically 
only four articles — spirits, tea, tobacco, wine — were re- 
tained for revenue, the rest of the tariff being either to 
* Reprinted in GUdiitonc's FinaHf:ial StalemenU, 1863. 
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support excise duties or to prevent substitution. The 
Budget of 1001, with an export duty on coal and an import 
duty on sugar, is the fii’st retrograde step since the great 
reforms instituted in 184*2. It ought, however, to be 
borne in mind also that for tlie first time in tliis Budget 
the revenue fr<un direct taxation exceeds that from indi- 
rect, so that the proposals may, perhaps, be regarded rather 
as a change in the <lctailsof a inetliod than in the substance 
of a principle. 

§4. Thv IneitJvnci* of ou Commodities {Internal). 

Tlie incidence oi tuxes on commodities furnishes a good 
illustration of the general principles already examined.^ 
If the tux is imposed directly on the consumer, it so far 
tends to check liis demand. This check to demand so far 
will cause a (•imtraction of supply when equilibrium is re- 
stored. The extent of tlic contraction will depend partly 
on liie elasticity of demand,* whicli again depends on vari- 
ous factors (c.//., ilie passibility of substitution) and partly 
on the conditions id supply. The ultimate effect on price 
will vary according as the commodity follows tlie law of 
increasing, dimini.shiiig, or constant return, and according 
as it is produced under free comi>etition or umler a com- 
plete or partial monopoly. 

If the tax is imposed in the fii*st place on tlie producer 
or tlic dealer, he will endeavour to shift it to the consumer, 
and whether he can do so or not depends upon similar con- 
ditions. In fact, theoretically it is a matter of indifference 
from wliom the tax is collected in the first place, and prac- 
tically tlie method of collection is generally only of impor- 
tance as regards the real burden on the first imposition of 
the tax. 

When the general conditions are so complex, it is only 
possible to illustrate tlie principal cases. It is generally 
said that a tax on a commodity must fall on the consumer 
because the producer must get the ordinary or adequate 

* S^e above, Bk. V., Ch. X., § 

Bk. III.. Ch- IV.. § 2- 
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r;Ue of profit Tliis is no doubt the case of most impor- 
t.uice practically, and for puriwses of exposition the others 
niay be treated as exceptions. Tu-o assLpt.ol are ^ 
-ij, ‘O'^eNei, to establish the general case. The pro- 
ducer must be able to transfer his capital to some otLr 
employment, the product of which is not taxed ; and the 
ommodity must be sold previous to the tax at a prt 
dcteimmed by competition, not by monopoly. In practice 
neither of tliese conditions is perfectly fulfilled — fhere is 
nearly always some degree of immobility and some degree 
of “‘O'wpoly. In the long run. however, the supply of 
capital will be adjusted to the diminished demand.and^rob- 

ably the imposition of the tax will increase the degree of 
tlie monopoly. * 

This last consideration brings into view another effect 
of the taxation of commodities, namely, tliat the price will 
me to the consumer more than in proportion to tlie tax. 

1 ms. It IS maintained, will take place because the super- 
vision necessary for tlie tax will prevent various economies 
and improvenieiits ; the rise in price will check demand 
and contract supply, and there will thus be a farther check 
to economies and improvements ; a large capital may lie 
i-ciiuired to advance the tax, and this advantage to large 
capitals restricts comiwtition and increases tlie power of 
monoiioly and combination. Tlicrc is no doubt a solid 
substratum of trutli in tliese positions, as is abundantly 
proved m the history of Britisli finance. 

At tlie same time, Jiowcver, the exceptions arc of in- 
terest theoretically. If the commodity follows Die law 
ot diminislmig return, the tax will cause a recession of 
t le margin, and Die marginal cewt being less apart from 
the rax the price will so far rise less than by the amount 
ot the tax. If, however, the commodity follows the 
law of increasing return, the price will rise througii the 
contraction of supply more than in proportion to the tax. 

Jt there is a monopoly, in general tlic price will not 
nse to the full extent of the tax. and in certain cases it 
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may not rise at all, the whole tax falling on the monopo- 
list. ' 

It is to be observed that the producer may, in certain 
cases, be able to shift part of the tax to wages as the 
contraction of supply will lower the demand for labour. 

Ultimately, however, the relative net advantages of the 
kinds of labour involved must be restored, although it 
there has boon a monopoly element in the wages the loss 
will not be recovered. 

In all cases of internal taxation it is, of course, assumed 
that corresponding customs duties are levied on similar 
commodities and possible substitutes. 

§ 5. The Incidtnee of Import Duties* The determina- 
tion of import duties depends on the theory of foreign 
trade, and, in my opinion, is best worked out in terms of 
])iicca. * Suppose that a heavy import duty is suddenly 
imposc<l, the foreign pro<luccr will not send the product to 
the taxing country, if other free markets are open, unless 
the importer pays the tax. The payment of the tax will, 
however, check the deraund, and there will bo a consequent 
reaction on production. If the taxing country has been 
taking a large part of the foreign supply (a partial buyers 
monopoly), the foreigner may be compelled to bear part 
of the tax to lessen his lass, and if the commodity is more 
or less of a producers’ monopoly, or is produced according 
to diminishing return, the price to the taxing country will 
never rise to the full extent of the tax. If, on the other 
hand, the demand of the taxing country is relatively 
small, if supply can be readily adjusted, and if other free 
markets are predominant, the whole of the tax will fall 
on the consumer, and the price may rise more than by the 
amount of the tax, owing to the indirect influences already 
noticed. Most commonly the tax falls (with the sur- 
charges) on the consumer, and it seldom happens that the 
conditions are such that it will strike the particular foreign 

» See Ihe theory of monopoly Tslue®, Bk. III.. Cb. VII. 

* See abOTe, Bk. III., Cbs. XXVII.. XXVIII. 
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producer seriously. lie will seek other einplo3'nieiit for 
his capital or otlier markets for his produce. It must be 
remembered also that the case of a monopoly is much 
more rare than may appear at first sight. It does not 
follow that, because one country ojily produces a certain 
commodity, it is tlicrefore sold at a monopoly price. In 
order that this may be done, there must be perfect com- 
bination amongst all the producei-s, as appears to be the 
ideal of modern ti’usts. But under modern conditions 
there are very few important commodities, if any (Iiaving 
regard to effective substitutes), which are condued to any 
one country, and a combination between producers of 
different countries is still move difficult to obtain. 

The case of diminislung return is also practically of 
still less importance. If, for example, Britain imposed a 
tax on wheat, it is doubtful if any part of it would fall on 
the foreign producer. 

When equilibrium is restored after the imposition of 
the tax, it is plain that the price in the taxing country will 
differ from the price in the producing country by the 
amount of the tax (and its charges) and the cost of 
carriage.^ In general, the price will be determined by tlie 
conditions of supply and demand in the country of origin, 
and the taxing country as a rule has only a minor in- 
fluence, relatively to tlie whole commercial world, upon 
the demand. 

Tlio ulterior effects consequent on the disturbance of 
international trade and tbe necessary readjustments will 
also, in general, be unfavourable to the country imposing 
the tax. Tlie diminution of imports will check exports 
either directly or indirectly, since imports are paid for by 
exports. It is true that the productive power formerly 
employed in making these exports may be used to make 
commodities for the home market, and at the same time 

^ Omitting the case in which lo retain tbc market a higher price is 
cliarged by an open or tacit combination to Ihe consumer of tiic producing 
country than to tbe foreign importer. 



344 


ECONOMIC FUNCTIONS OP GOVERNMENT. 


also the taxation of the foreign products may lead to an 
increased demand for the products of home labour. This* 
indeed, is the foundation of one part of the theory of 
protection. At present, however, we are concerned with 
revenue duties. And it is clear that if before the duty 
the productive power of the country had been most 
advantageously distributed, tlie redistribution consequent 
on the duty must involve some loss. In brief, any import 
duty so far restricts tlie aggregate of foreign trade, and in 
general such a contraction is disadvantageous although 
tlierc are exceptions.* 

An import duty to be effective for revenue purposes 
must be supported by corresponding excise duties on the 
commodity and its substitutes. Similarly the commodity 
must be taxed wlmtever its use. Thus it is said that the 
new import duty on sugar will also fall on blacking into 
wliich juolasscs enters, and to some extent also it will fall 
on beer and ham. 

§ (b The Incidence of Export The imposition of 

nn export duty on coal by the British government in 1901 
lias given a special interest to tlm general theory of such 
<Uitic8. Tlte popular idea is that because a tax on an iin- 
])ort falls on the home consumer, therefore a tax on an 
ex])ort will full on the foreign consumer. But this argu- 
ment omits two essential considerations. The export duty 
is not and cannot bo supported by corresponding excise 
duties in the foreign country, and, secondly, the foreign 
country, instead of being a limited area, consists of the 
whole commercial world. Accordingly, to frame a case of 
an import duty which would correspond to an export duty 
we ought to suppose that the import duty is levied on the 
product of one foreign country only, whilst home produc* 
ers and other foreign producers escape the tax. Suppose, 
for example, that wheat is t^xed when imported into Eng- 
land from Russia, but not when imported from any other 
country, and not when grown at home. Does any one 
»See aboT€. Bk. HI., Ch. XXVIII., | 7. 
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suppose that tl.e IJiiiisli eoiisi.nier would j.ay the tax on 
lU.sMan Wl.eat ' It is dear that if tl.c Russian exporters 
(indml.ng under tlmt 1, ending all engaged in the produc- 
.on the transport, and .lelivery of Russian wl.eat in Eng- 
land) do not pay tl.e lav, they cannot enter tl.e British 
.narket — the British consumer will take other wheat. 

If export dmie.s fell wl.olly or mainly on the foreign 
country, it would surely be to the economic interest of all 
nations to iulopt export duties. 

But. as I'rofessor Bastablc > forcibly remarks, the com- 
plete abolition of duties on exports would hardly affect 
the liiiances of the Euroiieaii states, whilst anything that 
disturbed the revenue from imiwrfs would be the cause of 
grave concern to nearly all nations. If, however, duties 
on exports fell on tlie foreigner, whilst duties on imj.orts 
lell on the Jiome consumer, it would be astonishing tlmt 
sucli a degree of self-renunciation sliould be practised hy 
all the nations of Kuro|>o. 

It is true that so long as the Mercantile System pre- 
vailed tlie main idea was to discourage imports and to en- 
courage exports so as to promote a favourable balance of 
trade. But even under tlmt system there were many and 
Jieavy export duties and, at any rate, tlie mercantile tlieory 
of a favourable balance iias long since been abandoned 
even by tlie most protectionist imtions. 

iiie mercantilists imposed 8|>ecia)]y heavy duties on 
certain exports, on the raw muleilals of manufacture 
and on the instruments of production. These duties, 
lowever, were intended to check exportation rather tliun 
to yield revenue; and in the exti*cme case, wliif li was very 
common, they were intentionally prohibitive. 'J‘he idcli 
was to preserve peculiar national advantages for the home 
producer, and in some cases to chcaiien important com- 
modities to the liome consumer. 

The case of revenue export duties may be first consid- 
ered. No doubt on the first imposition the ti-ader will ask 

* Pnhiie p. 514. 
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tho foreign consignee to p^y the duty, but whether the 
foreigner will consent lo do so, in whole or in part, de- 
pends on the possibility of his obtaining substitutes and on 
the intensity of his demand. With the extension and de- 
velopment of commerce and the advance of the practical 
sciences hearing on industry, the possibility of finding 
substitutes is vastly increased and the intensity of demand 
is proport ionatel}* lessened. If, however, the foreigner 
can obtain his supply from other sources, plainly he will 
not pay the tux. Accordingly the producers of the export 
(inchuUng the whole scries engaged in completing the act 
of i)rodnction hy delivery into the luinds of the foreign 
consnmor) must pay the tax, or the trade must cease or be 
greatly diininislied. If the tax is not very heavy and the 
(‘xport has been considerable, the producers may bear tlie 
tax, Ix'cause the attempt to get lid of the supply formerly 
ex port 01 1 will lower the price. The distribution of the 
loss betwccii the various proil active agents (including 
those engaged in transport) will depend on the conditions 
affecting wages and profits In the particular country. In 
general,'^ howevi'r, there will he some decrease of supply, 
and after a porhul of disturlwncc the relative advantages 
of tlie particular industry will be i-estored. The varia- 
tions on this general position depend on the conditions o* 
production, whether acconling to constant, increasing, or 
diminishing returns, and on the degree of competition or 
monopoly. In the case of constant return the decrease 
of supply will leave the price unaltered, with increasing 
return it will rise, and with diminishing return there wi 
l>€ some fall in price. In the latter case also there will 
be a fall in i*ent.^ 

If the taxed commodity comes under the rare category 
of national monopoly, it is possible that the whole of the 
tax may fall on the foreign consumer. The term “ mo- 
nopoly,” as in the case of customs duties again requires a 

I So nmny examples have already been given of the operation of these 
“laws’* that a detailed dednction seems nnnecessary. 
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careful interpretation. I-ven supposing that only one 
country, (say) England, produces a particular comiuodity. 
(say) smokeless cckiI, that is a -necessary” to other 
nations, It will not eoniinand a monopoly price unless all 
the producers make an effective combination.' 

And, moreover, if thei-c were such an effective com- 
bination which had secured a monopoly price, the export 
duty would fall wholly, or to a great extent, on the mo- 
nopolists. If the trade would bear a higher price and 
yield a greater return, why did the traders not impose the 
tax for their own benefit? 

If, however, the producers of the so-called monopoly 
had been competing with one another, tlien it is quite pos- 
sible tliat the imposition of the export duty may cause a 
rise to the foreign consumer, and if his demand is liighly 
uielastic, or he must get liis supply fjuaiiJ meme, he'vvill 
pay practically the whole of the tax. 

In this case there would be no check to the export 
trade, and accord in jfly no secondary disturbance of the 
home trade. 

We may now consider the case where the main object 
of the duty is to check exportation —rising in the ex- 
treme case to prohibition under severe penal tie.s. Here, 
no doubt, if tlic duty is high enough to be effective, there 
is on the first imposition a fall in pi*ice through the 
increase of supply in the home market. An a conse- 
<iuence of this fall in price even on the iwtion still 
exported the foreigner only pays (or rather sutlers from) 
paj*t of the tax. The ulterior effects of this fall in price 
will depend on the conditions of production. Tliere can 
bo little doubt that the old pi'ohibition of (he export of 
wool lowered the price, prevented improvements in qual- 
ity, and also lowered rents. 

To apply the general argument to the export dut}* on 
coal proposed in the British Budget of IDOl it would 
appear that just as there arc fagots and fagots, so also 

*$ee above za rc^rds import duHcs. 



348 


ECOKOMIC rUNCTIONS OF GOVERNMENT. 


there are coals and coals. Sorae of the coal exported 
from this country is subject to severe foreign competition. 
It is not of u inono2)oly quality in any sense of the term. 
'I'he foreigner is not likely to pay a shilling a ton more 
for the coal when he has other sources of supply free. If, 
however, the coal is of that exceptional quality which 
admits of no substitution (which used to be the fond and 
fallacious belief regarding English wool), and if the 
producers liave not already by a tacit or open monopoly 
exacted the highest profitable price, then on this coal the 
tax may be traiisferi*e<l to the foreign consumer, at any 
rate for the most part. 

It must be observed also that if the tax is specific and 
not nd vdhrenu it will full with greatest force on the 
cljeuper kinds or the noiumooopoly qualities. In these 
(|ualities, accordingly, it is still more probable that the 
foreigner will not pay the tax. Owing to the conditions 
affecting labour and capital, it is possible that the home 
))roduccrs may pay the tax to preserve their market, ajid 
tlicu by a tacit or open combination tliey may partly 
recoup their loss by charging higher prices at home, and 
they have latterly had cousitlerable practice in raising 
prices in this way. If, however, the producers cannot, 
and the foreigner will not pay the tax, there must be a 
diminution of exports, and indirectly imports and freiglits 
will suffer. On the other hand, there will be some fall 
ill price in the home market, and usei*s of coal iron 

masters) will gain. It ie possible tliat the price may fall 
nearly to the extent of the tax, in which case tJie foreign 
trade would i*evive. 

On the whole, the wisdom of this export duty is very 
doubtful. The estimated yield, supposing exports remain 
the same and no rebates are allowed, is only equal to a 
penny in the income tax. The disturbances of trade will 
involve a national loss, a comparatively small portion of 
the tax will fall on the foreigner, and to attempt to impose 
part of a war tax on the foreigner seems beneath the dig- 
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mty of a great nation. The great merit of our free-trade 
l-ohcyhas been its simplicity; many theoretical exceptions 
have been admitted from Adam Smith tlowiuvard ; but 
they are like the exceptions to telling the truth which 
serve rather to illustrate the great principles of common 
sense morality than to affect practical rules of conduct. 

If the main object of the duty were to protect our coal 
supplies, — especially those of su 2 )erior quality,— the duty 
is far too small to have any considerable effect. When 
Adam Smith ^vrote the duty on coal ^vas 5«, per ton, ami 
McCulloch in a note states that instead of being abolished 
It ought to have been raised to 7». (id. A duty of this 
amount would probably not yield much revenue, but it 
would so far counteract the exhaustion of the supply, and 
in the homely language of the proverb we should keep 
“ our ain fish guts for our ain sca-muws/* 

§ 7. JiuUs for Taxes on Consumable Commodities. TJje 
general canons of taxation have been applied to frame 
special rules for taxes on commodities.^ (1) Only sucli 
taxes should be imposed as will yield a considerable 
revenue, or, in other words, the taxes ought to be produc- 
tive. Tlie expense of collection is considerable, and the 
indirect losses consequent on interference with tlic natu- 
ral course of trade are often still greater, so tliat taxes 
witli small returns may easily involve a net loss from tliu 
national point of view. The principal exception to this 
rule is when the tax is levied not solely for revenue, hut 
for some ulterior purpose, U) enforce sumptuary laws, 
or to assist in police regulations, or to foster Immc indrjs- 
trics by protection. Mill places fir.st in his list of rules 
that luxuries (especially vanities) ought to he as Inglily 
taxed as possible; but as Adam Smilli Inul obsei vcd long 
before, sucli taxes are in general unproductive. Tuxes on 
cominoditie.s tliat are to }deld a large revenue must full on 
masses of the people, taxes on spirits and beer, us 
contrasted with wine, — on tea and sugar, as contrasted 
» Cf. Mill, Bk. V., Ch. VI., § 3. 
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with CiiiT-iiiges aiul plate. The object o£ revenue must be 
clearly distinguishea froin the ulterior objects. It is often 
said that the Hritish taxes on stimulants are intended to 
check coii.siimption ; but in 1001 the cliancellor of the ex- 
chetiucr refused to raise the duties on the very ground 
tliat lliu limit of productivity had been reached, and in 
general such duties unduly encourage inferior qualities. 

(2) Tlie ciuion of enjoins that, if possible, 

taxes should be "'i vulorrui and not specific, riiere are. 


bowi'vei-. great practical dilliculties in differentiating com- 
modities ml rtilori'iii. and in general such duties encourage 
infciior (piaHties. This same canon also has a wider 
application. If smaller incomes are exempt from direct 
taxati<in, they may s.i far be exiweted to bear a larger 
share of inilirect. And again, if one set of consumers 
of beer) are taxed, other oonsumei-s (_*.(/., of tea) 
unglit to be taxed. One argument for extending the 
inimber <.f imlireet taxes is based in this principle of 
ecinulitv. The rule tliat the area covered by the tax 
shoiihl' 1.0 as wide as iK)ssible also <lepeiids partly on 


eiiuulily, l>ut parlly ixho ftn uconomy- 

'lliu riinon of cerUtifit^ enjoins that the should 
be clear to all eoneerned. One great difficulty in ad valorem 
duties is tlie uncertainty as regards tests of qualit)-. Ihe 
possibility of readjustments of the tariff disturbs trade, 
and accordingly the term of years fixed in commercuil 


treaties is so far advantageous. 

(4) The canon of convenience finds its chief illustration 
in taxes on commodities. The piecemeal payment, to re- 
call Adam Smith's graphic description of the coal-heaver 
and his pots of porter, is higlily convenient. A lump sum 
for a license to drink porter would be much more trying, 
and once paid would promote thirst unduly. A large reve 
nue may be raised from commodities when the limits ot 
productiveness by direct taxation have long been left be- 
hind. Mill gives as his second rule that when possible 
the tax should be levied directly from the consumer. On 
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iho n^rouiKl of economy this is perliai>s tlicorotically justi- 
liablo. but it breaks down as regards convenience. It is 
luucli more convenient to the aathorities and to the tax- 
payers to levy import and customs duties than to attcmi^t 
to collect the taxes directly from consumers. Theoreti- 
cally, the old proposal of Sir .Mattliew Decker to impose 
licenses on all kinds of couMimption is not unreasonable, 
and licenses to drink alcohol liave recently been revived 
in some American States as formerly in Holland people 
paid for a license to drink tea ; hut the American legisla- 
tors may be referred to Adam Smiths criticism. 

(5) Ihe canon of economt^ also finds frequent illustra- 
tion— both positive and negative — in taxes on commodi- 
ties. Such taxes are more costly than appeai-s at first 
sight. The ofiicial statements of the cost of collection of 
such taxes cannot include the indirect cost through the 
restraints imposed upon ti*aded Consider tlie ease of the 
British customs duties. A large number of ofiicers are 
required not simply for collection, but to prevent evasion. 
It is quite clear that if goods could be landed at any point, 
collectors would be required at every possible landing- 
place. Accordingly, only certain ports are allowed the 
privilege of importing goods liable to duty. Again only 
some of these ports are especially privileged as regards 
certain commodities wine and tobacco) in whieli spe- 
cial tests are required. It is obvious that the limitation 
of imports also limits exports. Tlie “bonded wareljou.se ” 
system, which is adopted so as to postpone payment of the 
duty until tlie commodity is required for consumption or 
is withdrawn for re-exportation, ultliough in itself of great 
advantage, necessarily leads to still furtlier interference : 
only certain ports are warehousing ports, and only certain 
buildings are set aside for tlie purpose. A general objec- 
tion to this system of licensing ports is that llie customs 
commissioners cannot find out except by trijd what poj ts 

' Cf. Cli0€ Leslie*^ Essay OQ Fioancia) lieform. Cobdeu Club Kss;iys 
( 1871 - 1872 ), 
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win be the best to select. Manchester, for example, after 
much opposition, in 1862 obtained the privileges of a port, 
and in seven years in the amount of customs collected it 
was seventh in the list. One of the main reasons why the 
tea trade was concent ratc<l chiefly in London was that 
other ports ha<l not the requisite warehouses. A minor, 
but sometimes a serious, evil, is that the warehouses are 
inconvenient and cramped. The interference, however, 
docs not cease at the ports. There must be bonded ware- 
houses in inland places, otherwise the merchants must pre- 
pay the duty or run the risk of being short of supplies. 
Thus again there must be a limit to the privilege. In 
some eases the impo.sition of a customs duty requires foi 
its protection a prohibition of production in the home 

country (r.:/.. tobacco), and in all cases corresponding ex- 
cise duties must be levied and duties on all possible 

substitutes. f 

As regards excise duties there are peculiar sources ot 
loss. Tlie necessary surveillance cheeks improvements 
directly, ami indirectly the restrictions encourage monop- 
oly. which again checks improvements. Tlie rise m price 
consequent on the duties also diminishes consumption and 
thus contracts the supply, and again various economies aie 
prevented. In some cases the protection of the excise 
duties leads to prohibitions of certain processes and thus 
renders it necessary to import certain qualities from 
abroad. The evils incident on lieavy excise duties luue 
been well illustrated by I’orter in the case of glass. J e- 
tween 1801 and 1833 the population increased by one^mii, 
but the con.sumption of glass only by one-eiglilh- 
tlie duty was increased the consumption fell, and when tlie 
duties were lessened the revenue increased. A manufac- 
turer who had improved bottle-glass was stopped m ins 
operations because the revenue from flint glass, which was 
more highly taxed, might suffer ; and, on the other hand, 
owing to the regulations, glass could not be made sum- 
» Progrtis of the Nation, pp. 165-169. 




(.•loiitly lino for optical instnimoiits. unU Inul to bo im- 
l»ork*cl. 

Similar evils from the excise iluties on camllcs. 

soap, anil paper ; there wei-e fuiv inii.rovemenls relatively 
to untaxed inanufaetiii-es. eonsninplion was chcekeil, and 

the excise (hit. os were, in elTect, duties on |igi,t, cleanliness, 
iiiiu knawletlgc. 


There were besides indirect taxes tlirmigli the clTocts on 
suWicliary iiulustnes. We thus ugahi umvc at tlio rule 
that »s few articles as possible should be taxed ; and that 
they should be so taxed as to interfere as little as possible 
with tlie natural course of trade* On the ground of their 
productiveness Adam Smith allowed that there might be 
good reasons for continuing the tuxes on salt. leather, soap, 
and caudles, although tliey are necessaries. Luxuries may 
be taxed more heavily spirits and tobacco). 

On the i)rinciplc of economy the area of taxation sljould 
be as wide as possible. Tims customs duties collected at 
the ports of the United Kingdom not only cost less iJi 
the collection, but have far less disturbing effects on trade 
tlian jf similar taxes were iinj^osed in all sorts of local 
areas. Hence, with few exceptions, local taxes on com- 
modities have disappeared. Ihoiigh <fetroi tlntics still pre- 
vail abroad. The (iennan ^oll-Vorein was one enusa 


vanmm of the empire. Generally the adojitioij of a 
« mi form customs tariff over n large area (e.y.s as in the 
United States), means the adoption of free trade within 
that area. 


§ 8. Direct und Indirect Tnxee Compared. In spite of 
the evils that are associated with indirect taxation, ami 
are only partially prevented by as<;al improvements, it has 
been found necessary by all the great nations of modern 
times to retain customs and excise <lutie.s as an important 
jmrt of the tax system. In Kngland, Knssia, and France 
the excises and customs yield about half the national reve- 
nues. In Germany the Imjx^rial legislation regulates the 
customs and excises on salt, tobacco, spirituous liquors, 

VOL. III. — 2 A 
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beer, and sugar, and with three ^ exceptions the con- 
stituent States do not tax these things. In the United 
States the federal government draws most of its revenue 
from excises and customs in nearly equal proportion. In 
comparing direct and indirect taxes both must be consid- 
ered as parts of the whole tax system. The chief 'merit in 
either case i.^ that the one remedies the defects of the other. 
Both are simply methods of taking wealth from private 
persons for public purposes. In favour of direct taxes it 
is argued that the contributors know exactly what they 
are paying, and accordingly, under a system of represent* 
ative government, it is supposed that they will exercise a 
judicious check on expenditure.* On this ground it is a 
matter for regret tl»at lit Britain the limit of exemption 
from the income tax has been placed so high. On the 
other hand, liowever, it is maintained that direct taxation 
of incomes below a certain minimum involves dispropor- 
tionate sacrifice, and the mode of payment causes a still 
greater loss. Direct taxes cannot be collected piecemeal. 
It was found in Germany that in the case of smaller in- 
comes direct taxes were paid by selling and pawning the 
furniture — an evil which still prevails in spite of the rise 
in the limit of exemption. Except on their first imposi- 
tion the amount of indirect taxes is not known by the tax- 
payers. An old tax is no tax in many senses — inter alia it 
seems to form part of the natural or cost price. How 
many of the consumers of spirits and tobacco have any idea 
of the portion of the cost that depends on taxation ? This 
concealment of the burden, though it may be convenient 
to the taxpayer, is likely to promote extravagance on the 
part of the government. Direct taxation in many forms 
is liable to the frauds incident on self-assessment or other 
modes of evasion. The British Income Tax has furnished 


I Bavaria, Wiirtecoberg, and Badan. 

» The answer, that with a large direct taxation the voters would 
unduly cramp expenditure, Is at present ia all conotries of purely hypo- 
thetical interest. 
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slurthiig examples, and the American property tax is still 
more notorious. On the otlier luuul, taxation of com- 
modities IS a direct encouragement to adulteration and 
to smuggling. A certain glamour formerly attached to 
the doings of the old “fi-ee -traders," biithistorically sinug- 
gUug was associated with incredible brutality i and 
degraded the whole tone of public morals. Wlien direct 
taxes are submitted to by the payers without any serious 
protest, if the cause of expenditui‘e is approved, it is evi- 
dence of a high ethical standard. 

Once a system of taxation has become firmly established 
with an adjustment of the relative parts that commends 
itself to public opinion, any changes in taxation should 
be made so as to leave this harmony as far as possible 
undisturbed. The proposals of the British Budget of 1901 
sinned against tliis rule. The Daturnl compensation to 
the income tax is found in the succession duties as Mr. 
Gladstone stated in 18C0, and since 1894 the adoption 
of tlie principle of gradation according to tlie value of 
the estate, has compensated the income tax to a much 
greater degree than when the gradation depended only on 
the degree of kinship. In this Budget, however, though 
the income tax was increased, there were no changes in the 
succession duties. On the other hand, it must be granted 
that the imposition of the sugar duties was intended solely 
to keep up the proportions of tlie system. 

' See <le tails in a curious book ciiUtletl SmuynliHi/ D'lyg and Smut/- 
i/Unfr IKrtys. 
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FUBB TRADE AND PROTECTION.* 

§ 1. Mtianing of Free Trade. Free trade is sometimes 
used in a loose popular sense as equivalent to laUeer- 
fat re or non-interference, but historically it refers to .a 
particular policy iw regards international or foreign trade. \ 
In this sense its principal characteristics are absence of 
differential duties and of artificial encouragements such 
as bounties by which the home producer would be favoured 
as compared with tlie foreigner in tJie same industry. 
Tlic essence of free trade is equality and uniformity in 
the financial treatment of home, colonial, and foreign 
produce of the same kind. Thus taxes on commodities 
for revenue purpases only, although they are of foreign 
origin exclusively tea), are not held to infringe the 
rule, nor are duties on imports, provided there are corre* 
spending excise duties on similar products. Similarly, 
absolute prohibition of imports, if equivalent penalties 
are imposed on tlic home production, does not offend 
against Uic principle of free trade (^e.g.s immoral books 
or prints). The principal practical difficulty arises in 
the interpretiktion of “substitutes ” and “similars.” It is 
not easy to find a fair common measure for home and 
foreign articles that differ in quality. Thus with wines, 
beer, and spirits the alcoholic test alone is obviously unfair; 
and a simple ad valorem tax is also inequitable, because 

1 The literature of Free Tra<le and Proteetion id too exteosi^ for 
notice in a general work. Tn the present chapter the object Is eiraply to 
indicate the method of applying the arguments and to attempt a judicial 
estimate of tbeir value. 
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the effect on cleiimml wiJl vary in lUfferent cases. In a 
sense, iiuleed, any taxation of foreign goods which cannot 
be produced at liome tropical produce) gives an 

artificial encouragement to liome industries. If tea and 
coffee are taxed, the use of aerated waters and home-made 
wines may be encouraged. The case of drawbacks pre- 
sents similar difiiculties. If the drawback is exactly the 
equivalent of tlie duty, it simply restoi-es trade to the state 
of freedom; but if it exceeds the original tax, it degenerates 
into a bounty, and, indeed, most bounties on exports are 
disguised in the form of drawbacks. 

§ 2. Free Trade and the Consumer. If the question 
be regarded solely from the |)oint of view of the consumer, 
it is easy to establish llie general case in favour of free 
trade. With freedom of competition no foreign com- 
modity would be imported unless it could be sold at least 
as cheaply as wlicn produced at home, and in genei-al it 
may be said the foreign article would only gain an entrance 
by being offered at a lower rate. Thus to discourage 
importation by taxes would be to raise prices. Free 
imports encourage cheapness and abundance. It may 
also be argued that fi*ee exports give the greatest encour- 
agement to free iinporLs, win 1st lx)unties on exports by 
lessening the supply at homo raise prices to llie home 
consumer and lower them to the foreigner. 

But even to thus simple aspect of (he question tljere are 
exceptions. Pj*esent cheapness may be sacrificed to ulti- 
mate dcarnes.s, as in tlje rapid depletion of peculiar natural 
resource.s coal anil iron, and even the .soil itself); 

and, theoretically, bounties on any commodities lliat 
admit of increa.sing return with larger production may 
lower the price more than by the amount of tlie bounty. 
Cheapness also may lead to a more tljaii proportionate 
degradation in quality, and in brief tlicru are all t)ie cases 
to bo considered in wliich the consumer is not tlic best 
judge of his own interests. On the whole, liow'cver, if 
the consumer only is considered, and the indirect effects 
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on production are left out of the account, free trade is 
generally advantageous and the exceptions are of rela- 
tively small importance. 

It may be objected, however, that all cheapness is rela- 
tive to the ni calls of jiurcliase, that is, to incomes of the 
consumers, and that in the last resort incomes depend 
upon production in the large sense of the term. 

§ 8. The. Protection of Home Indueiriee : General Vietv» 
At first sight it seems plausible to assert that if foreign 
products are wholly or partially excluded from the home 
markets, there must be so much more employment for 
k home labour and capital, and thus an increase of wages 
^ and profits. The refutation of this fallacy in its crude 
form is one of the greatest triumphs of the political 
economy which the successors of Adam Smith rendered 
simple and popular. The main positions in the refutation 
arc indued derived from Adam Smith. Bnstiat's petition 
of the cantlle-makers again.st the sun, praying for the 
closure of windows in order that the production of artifi- 
cial light (and all the subsidiary industries) might be 
encouraged, was probably suggested by Adam Smiths 
illustration that wine could bo made from grapes grown 
in Scotland. 

Again, tliat industry is limited by capital, and that a 
government cannot directly augment capital, and, conse- 
quently, at the best can only determine the direction an<l 
not the volume of industry, is also taken directly from 
Adam Smith. Protection on this view may increase em- 
I ployment in any favoured Industry, but it can only do so 
by withdrawing productive power from other industries 
in which the country has a greater natural advantage. 
Tlie great maxim of free traders that imports must be 
/paid for by exports amounts to saying that if foreign 
} labour is encouraged by the free admission of foreign 
J goods, home industries must be equally encouraged be- 
/ cause goods to an equal value must be exported to pay 
\-for these goods. Conversely, protection by preventing 
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imports must discourage exports. In any case, also, the 
very object of protective duties is to raise the prices of the 
protected products in the lionie markets, and accordingly 
tlio consumers so far suftVr and they have less to spend on 
** other things. Not only do the labourers lose as con- 
sumers, but protection to some industries leads to a lessened 
demand for the products of other industries, and “the 
mischief circulates.'* 

There is no doubt that these elementary arguments 
embody important practical truths which, as history 
proves, arc liable to be overlooked. At the same time, 
however, the case for free trade has been greatly weak- 
ened by neglecting to make clear the assumptions implied 
and the qualifications to which they give rise. 

§ 4. The Assumptions of the General Argument for Free 
Traded In the frst place, it is assumed that labour and 
capital can be turned without loss or difficulty from a 
decaying into a thriving industry, and that if any home 
product is displaced by foreign competition, “something 
else” cun be made immediately with the disjdaced pro- 
ductive power. Hut it may be objected that every 
industry requires a certain amount of specialised capital 
and peculiar skill and training. There is so much force 
in this objection that Adam Smith himself pointed out 
that freedom of trade should only be restored by slow 
gradations if the employment of labour would be endan- 
gered. And, convemdy, it may be argued that “tempo- 
rary** protective duties should be enforced when an ohl 
industry is suddenly attacked by foreign compulition. 
The (lifliculty of the transference of capital, however, i.s 
likely to be exaggerated, ami the argument for vested 
interests may be turned round. One great practical 
objection to “temporary** protective dutie.s — for what- 
ever rea.son granted — is the danger of creating vested 
intcrc.sts wliich cannot be disturbed without some kind of 
compensation. 

* C/. BaBUbU’a Tkeortf of International Trade oJition) CJj. Vll. 
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Secondly^ the popular general «argumeiit assumes that 
the capital and labour of a country must remain within 
its own borders. This position again is in the main so 
true that it is taken as the biisis of the theory of inter- 
national trade. Hut the apiwal to history also shows that 
industries may migrate, not only from place to place 
within a country (an "'econmnic nation but also from 
country to country.* Tims, foreign bounties might destroy 
some important Ijome industry which, even after the 
removal of the bounties, the country might never recover. 
More generally a frou-trade country placed in the midst of 
a group of protectionist countries is liable to disturbances 
and attacks whicli may vitally injure its industries. 

Thirdbf, this last consideration is important in con- 
nection with the maxim (hat imports are paid for by 
exports. No doubt all trade is reciprocal, but it may be 
said that unless a country's exports arc sent by the best 
route to the best market, they cannot purchase so great 
a (piantity of imports, and we may more reasonably regard 
the export trade as active and the import trade as passive 
tlian the converse. If, for example, to take an extreme 
case, other nations or an im^wtant combination effectually 
excluded Knglish exports from their markets, Kngland 
would be unable to pay for her imports, and imports must 
cease. 

Practically, no doubt, the foreign countries concerned 
could not afford to lose the Rngllsh market for their goods 
if the closure were applied suddenly and extensively, but 
the danger lies in the cumulative effects of foreign pro- 
tective duties, and the gradual exclusion of English goods 
from foreign markets. The natural remedy would appear 
to be found in commercial treaties on a reciprocity basis, 
but the great difficulty for the free-trade country is that it 
has no particular advantages to offer in exchange. 

Fourthly ^ the general argument assumes that so long 
as the capital of a country can be employed with equal 

> On the migration of labour and capital, see RastAble, op. crt.. Ch. X. 
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profit, the methoil of application b a matter of indi/Terence. 
Not only was this position not approved of hy Adam 
but it was distinctly controverted by Jiim. TJiis is 
sliown in the most striking manner by his treatment of 
the mono])oly of the colonial trade. Tlie key to the argu- 
ment is tliat this monopoly raised the general rate of 
profit throughout the country, and thereby injured the 
nation as a whole, and each of the great industrial classes 
individually. Jhis high rate of profit artificially created 
hy the monopoly, in Adam Smith’s view, lowered directly 
^vages and rents, and, indirectly, tlie aggregate income 
from capital. 

Adam Smith used as his principal test of the advantages 
of employing capital, not the rate of profit to be obtained, 
but the amount of labour employed in the home country, 
Hud the benefit derived from the direct consumption of 
the capital. Thus, under natural conditions, any lioine 
trade was more advantageous than any foreign trade, tlie 
near trade was more advantageous tlian the distant, the 
direct trade of consumption than the roundabout, and 
the roundabout trade of consumption was nioic advanta- 
geous tlian tliG carrying trade, h'or some time past, in 
the United Kingdojn, there has been a superabundance of 
capital, that is to say, more Ilian sufficient for all these 
inodes of employment, in spite of continuous large a<K 
vances to foreign countries. And it must be observed 
that Adam Smith himself looked upon a flourishing carry- 
ing trade, that is without artificial encouragement, as a 
species of high-water mark in (he tide of general pros- 
])erity. But the foundation of his a rg u tn (• n t rciu a i ns 
unshaken : profit is only one clement in advantage. 

the popular argument, that if protecUon is 
good for one country against another, it must also bo good 
for one district, town, etc., against others in the saino 
country, which is supj)ased to be a reductio ad aO$urdum 
of protection, is, in reality, quite irrelevant and generally 
fallacious. From the national point of view, the inigra- 
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tion of industries within its borders is a matter of indiffer- 
ence, or vatlier, is, in general, a national gain. Thus the 
abandonment of the mediajval protectionist system in 
which every town protected itself against all others, and 
insisted on its ‘‘ancient customs,’* was accompanied by a 
great expansion of industrial power; but, at the same 
time, whilst sojne places w'axcd, others waned. And, 
altiiougii this parochial protectionism has disappeared, the 
commercial rivalry of nations is as strong as ever, and the 
land would fare ill from which the capital and labour 
migrated, though the rest of the world might gain. There 
is not only tlie possibility of a “something else,” but of 
a “somewhere else** to be considered; and herein lies the 
danger of organised attacks by foreign competitors. The 
recent purchase of the Leylantl Hue by an American 
syndicate, tlmugh relatively a small matter in itself, may 
bo rcgar<led as a significant symptom of a possible danger. 

The popular argument that the natural employment of 
productive pow'ers, which, at the time, is most profitable, 
is also botli immediately and ultimately the most advan- 
tageous to a nation, also breaks down theoretically when 
applic<l to particular cases. 

5. Thtoretical Exceptions to Free Trade.^ The prin- 
cl[)n\ theoretical exceptions to free trade may be de- 
duced from the possible disadvantages of foreign trade to 
a particular country, the subject of an earlier section in 
this work,* and they are properly considered in con- 
nection with the general theory of foreign trade. At 
this stage, where we are rather concerned with the advis- 
ability of giving practical effect to tlie theory, a simple 
enumeration of the important cases must suffice. 

It is said,/r«r, that every nation should retain for the 
benefit of its own people any peculiar natural resources 

1 “ for ihr apptirotion of protection" would perliaps 

» belter title for this secUon. Compare BaeUble's rnternational Trader 
Ch. IX. 

« Bk, III,, Ch. XXVIII., § 7. 



KUEE TEADK AM) PnOTECTlOX. 30$ 

and if possible any inventions and artificial means of pro- 
duetion. In former tunes tliei-e weie heavy duties, and in 
some cases prol.ibilions, „n tl.e exports of various raw 
luateiials (,•.</.. wool, coal, etc.) and also on tlie instru- 
ments of produetion. including tlie living instrument 
man. llns policy, liowcver, was definitely abandoned 
b\ Hritain m 184 ;> and the export duty on coal in I'JOl 
was intended by its originator not so mucli to check- 
exports as to yield revenue. It is impossible as regards 
the remote future to tell whetlier the peculiar value a(- 
taclied to natural re.sources will continue wliilst the 
immediate injury to trade is obviou.s. Just as sca^oal 
c isplaced charcoal, so water power and electricity may 
displace steam ; and as regards the export of machinery, 
proliibition b useless when things can be imitated, and 
the limitation of export would check development. 

A second exception to free tiiule has been urged on the 
ground of national independence. Adam Sinitli apparently 
approved of the principle of the Navigation Acts,' although 
It 18 generally forgotten that when dealing with colonial 
po icy* he strongly condemns all tlie regulations and ma- 
chinery by which this principle was carried out. And ns 
a matter of fact this was the fii-st part of the mercantile 
system to be severely attacked. This argument of 
national independence was cliiefly relied on by the op- 
ponents of the repeal of the Corn Laws, hut it now needs 
no showing that Hrilain lias gained far more in military 
strength tli rough the growtli of wealth and popidation 
un she has lost by the conti-agtion of corn-growing, 
gain the independence of nations is mutual, and the 
guarantee for peace is the extension of connnerce. 

A third except icMi to free tratlc is especially applied to 
new countries. It is argued that protection is necessary 
10 promote manufactnre.s and the growth of towns, anil 
t lafc such <levclopment is necessary even for the encourage- 
ment of agriculture, wlieat and frozen meat may be 
* o/XaUous, Bk. IV.. Cli. II. « /tW., Cli. Vll 
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exported, Imt not M the by-products of agriculture, and 
in any case there is a loss iji the cost of carriage. That; 
tlio commerce of the towns causes the greatest improve- 
ments in the country, ami tliat the nearer the consumer is 
brought to the producer the better, are favourite positions 
of Adam Smitli. 

It may be answered, liou'ever, that temporary protec- 
tion is impossible owing to the creation of vested inter- 
ests, tlmt new countries especially require capital, wliich is 
repelled iiml diminished by protection, and that the artificial 
forcing of new imluslries is not advantageous in the long 
run. Professor Taussig ' has shown by a detailed account 
of llie development of the cotton, woollen, and iron manu- 
factures ill llie lirsl part of llic iiineteentli century in the 
llnited States that, though all the conditions were favour- 
able to tlie protection of young industries, little if any- 
thing was gained. 

A fouiih exception is the celebrated case of retaliation. 
Tins has been generally approved, provided tlie object is 
toe<.iiq.el the foreigner to take off objection.ablo duties. 
Tlie practical objection, however, is that retaliation is 
likely to provoke further reUliation ratlier than recipro- 


A fifth exception to free trade is found in the alleged 
necessity of protecting highly paid labour against the 
pauper labour of foreign countries. It may be rep leU 
that liigli wage.s do not make dear labour, and that they 
promote efficiency ; and if protection is necessary to keep 
up the rate of wages, the higher wages are a tax upon the 
consumers of the article produced and in general the 
higher nominal wages are gained at the expense of a a 
in real wages. Still, theoretically, this exception is valiU 
under certain conditions, and cheapness to the consumer 
may be of less imporUnce tlian the well-being of the pro- 

(lucer. . 

A number of exceptions to free trade are to a gre 


> Tariff ///siory o/(ke Unfird Staled, p. 61- 
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ii^iiiiist’thc Dut f “'‘''“'i' ‘li'ectetl 
•itG U- r * I sometimes convei-sely to concili- 
ate 1.3 concedn.g a<lvu.,tagas, a. i„ tl.o cn.e of tl,e g Jt 

cert” n ^«C 0 . The exclusion of 

cer tn.n foreign piochicts is sometimes justified with the 

lotdd l""'"''’''."'" " No nation 

«o«ld be content to remain as a hewer of wood and 

Vinci, the workers are engaged so mud, the Lette, for 

List'i'* of I-'redericlc 

tvist ,s that protection ,s necessary for social development.' 

irf. 

• xcluded, they will he jn-oduced at ho,ne by native 

a tisbs and craftsmen. It is. however, at least as proba- 

Ole that the absence of foreign competition would check 

ve opment. and tiiat the beat way to promote tlie higher 

lorms of industry ,s not by the simple process of exclu- 

on, but rather by improvements in the education of the 

people. 

file natural result of free trade is to stimulate compe- 
■tion, invention, and variety of enterprise, whilst t],e 
natura result of protection is to establish ,-outine methods. 

I’uially. there are certaii, exceptional conditions under 
which It ,8 theoretically pos.sibIe by the judicious manipu- 
lation of duties to extract a certain .imounl of revenue 
lom the foreigner. Such cases occur when the counlry 
m question has eitlier a buyer’s or a seller's monopoly; 
n, t e former ca.se it may gain by import, and in the 

I , Patleii, The J^rouomir. nasis >,/ Pn^reti'fn, p. 7 : “ 'llio 

jwoteclion were slior|.8is?Mc<J in that Owy stMight pre*- 
on merely for epcciflc ends. . . . Protcctiou now chunges from n 
fiiporary expedient to g.iiij apecilie ends to n consistent cinleavour to 

I- fF Jyrmmic and progreaslrc.*' But it may be rejoined that llik 

lA tue final caiwo of free tj'ade. 
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latter by export, iluties. Teclmically, duties of this kind 
infringe the gejieral maxims of free trade, and practically 
they are of little importance, ajid, so far as practicable, 
arc likely to lead to retaliation and to foster national 
animosity. Taxing the foreigner is very like sliearing 
the wolf. 

On the whole, then, it apiH*ars tliat, at any rate, in the 
case of highly developed nations, although there are many 
cases worthy of deliberation;* thei-e are very few worthy 
of adoption. And this view is strengthened by the nega- 
tive argument in favour i»f free trade and by tlie appeal 
to experience. 

§ 0. The Ni’ffatlvt Arf/umcHt foe Fett Trade. It is one 
thing to allow tliut provide<l a government were perfectly 
wise and perfectly powerful — in brief, a deue ex machina 
worked by j>crpetua1 motion — it might impose such taxes 
at its frontiers as would not <nily yield a revenue in some 
cases, b\it in others would assist in directing the labour 
and capital of llic country into the most a<lvantageous 
channels; hut it is <juite another thing to admit that any 
govennnont is capable of managiJig tlie affairs of a great 
nation in this way. Those who quote Adam Smith for 
his theoretical exceptions, forget tliat he always laid most 
stress on the negative side of Ids argument ; that is to 
say, on tlic weakness and incapacity of governments. His 
final opinion is that the statesman who should attempt to 
direct private people in what manner they ought to employ 
their capital, is guilty of dangerous folly and presump- 
tion. Tills opinion is confirmed and illustrated by the 
appeal to history elaborated in the fourth book of the 
Wealth of Nat tone. And, if here and there a few frag- 
ments of the old policy have been rescued from the genera 
wreckage by the labours of sulwequent writers, the cumu- 
lative effect of the argument has hardly been weakened. 
Nor has it been much affected by the history of the nine- 
teenth century, if in the interpretation the fallacy oi 
hoc ergo propter koe is avoided. In the United Kingdom 
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tiiere can be little question that the rn[)ld ijiclustrinl devel- 
opment tluit lias occurred was only possible through free 
trade. And, us regards the Uiiiled States, it must be re- 
membered that the immense area over whicli iutenial free 
trade prevudod was amply suflicient to secure most of the 
benefits of free competition. Similarly, tlie recent experi- 
ence of German trade is associated with tlie Zoll-Verein 
over a wide area. Professor Taussig concludes his excel- 
lent history of the tariff in the United States witli the 
reflection that ‘‘the permanent retention of the extreme 
protection, winch is tlie unexpected residuum of the war 
tioublcs, should not be permitted ; proposals, such a.s are 
occasionally brought forward for the further increase of 
protective duties, are to be uncom 2 )roniisingly opposed; 
nnd a careful and judicious pruning of the present duties 
IS tile pai't of sound policy for the immediate future." 
llie recent developments in America of the trust system 
ave strengthened this opinion, and the enormou.s increase 
0 merican exports is likely to oj>en tJie eyes of American 
consumers and producers to tlic advantages of free imports. 

•c authority of List himself could not be advanced in 
support of protection in the United States under present 
conditions. After enumerating > the maxims of protection- 
ism by wliich he conceives (coiitmry to Adam Smitli) that 
-nglaiid obtained her commercial supremacy. List con- 
0 u es with a remarkable imssage tliut seems precisely 
upplicablo at present, to the United States and to 
• ennany, “ It is a very common clever device, that when 
uny one has obtained the summit of greatness, he kicks 
ft'vay the ladder by which lie lias climbed up, in order to 
epiiye otliers of the meaii.s of climbing up after him. In 
t us lies the secret of the eosinopolitical doctrine of Adam 
initli. Any nation which, by nu'ans of protective duties 
and restrictions on navigation, has raised licr ma iin facto r- 
ing power to such a degree of development that no oilier 
nation can sustain free comf>etition with her, can do noth- 

* Xatiouai SjfUem o/ PoUtimt S’ronomy (translalion). Ii- m. 
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ing wiser tluui to throw away those ladders of her great' 
ness.” List may be wrong in his interpretation of hi*- 
tory, as he was certainly wrong in overlooking the intense 
patriotism of Adam Smith; but no writer has presented 
the case for protection with such vigour and success, and 
what has been alKimloned by so eminent a supporter of 
protection is not likely to receive much support from other 
economists. 

In conclusion, one other aspect of the negative argument 
may be emphasised. As regards most countries, the total 
foreign trade is a minor part of its whole trade. Even in 
the United Kingdom there are at present fewer persons 
employed in all the textile trades than in agriculture. 
The aggregate value of the receipts of the railways of the 
United Kingdom are about equal in amount to the total 
value of yarns and textile fabrics exported, which again is 
about one*tliird of the total exports. 

And not only is the foreign trade only a minor part of 
the aggregate trado of most nations, but the utmost effect 
of artilicial restraints and encouragements is relatively still 
less. Protective duties and bounties, at the best, can only 
direct the employment of a comparatively small amount 
of the labour and capital of a country ; the greater part 
will be employed according to the natural and acquired 
advantages of the country relatively to those of other 
countries. *‘The tariff system of a country is but one of 
many factors entering into its general prosperity. * 

i Tftussig, op. cit.^ p. ISl. 



CHAPTER XV. 

CHAKACTBR OK PUBLIC EXPENDITURE. 

§1. Importance of dcterminimj Principlet in Public 
Pjpenditure. It Ims already been observed' that public 
expenditure has received much less attention than public 
revenue, whether at the hands of scientific writers or of 
practical statesmen. Yet, to say the least, the two subjects 
are of coordinate importance. “The question of expendi- 
ture. says Profes.sor Bastable, “is just as much a finan- 
cial problem a.s that of revenue. Neither in theory nor 
in practice is it advisable to separate them completely.” 
Ihe opinion of Mr. Gladstone* is still more emphatic. 
“Good finance consists more in the spending than in the 
collecting of revenue.” 

That there must be some general principles guiding 
public expenditure, whether formulated or not, is obvious 
from one very simple consideration. Public expenditure 
IS limited by public revenue, and the gicnter part of reve- 
nue (under actual conditions) is limited Ijy the produc- 
tiveness of taxes.* by the consent of the taxpayers, by the 
indirect effects on the productive powers of the countij, 
and various other economic and political facts, which 
together place an in.supcrablc barrier to the indefinite 
expansion oi taxation. 

i'lie objects of public ex|>en<liture on the other haiul jn-c 
many in iiumbei\ and In no case is it possible to reach tlie 
satiety point. Every public department is constantly 
crying out for move, and every social reformer is crying 
out for fresh, expenditure. Thci*c is ihux a pcrmniial 

‘ See above, Cli. V. 

* Hit A. Wc«t*8 KeKolUctioHS o/ Mr. OlwlMone. Vot. IJ,. p. 301», 

•‘FIjo industrial tlomalii of the Slate is best considered separately. 

VOL. ni. — 2ii 300 
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struggle between conflicting claims,^ the navy and 
army, education, poor i-elief, sanitation, etc., and it is diffi- 
cult to decide on the best method of distribution. The 
whole of our actual imperial revenue might easily be spent 
on defence, or on education, or on poor relief, and still 
leave unsatisfied demand. 

And yet Sir Edward Hamilton, in one of the most valu- 
able oilicial reports of recent years,* observes with truth 
that the old cry for retreiichiueut ” on the part of the 
government of the day is no longer heard. 

It is quite true that the actual normal expenditure in 
any year is largely determined by r n^e.vious legislation and 
^ by historical conditions. There is, for example, the inter- 
1 c.st on the national debt, and there are various political 
n obligations at home and abroid. Hut this recognition of 
the continuity of national life and of the influence of the 
I last does not dispense with tlie appeal to principles any 
more than in the case of taxation. There are new objects 
cojiHtajitly arising and old objects decaying, and expendi- 
ture ought to be readjusted in various ways. Under a 
system of popular government (with expenditure con- 
stantly increasing) a I'eference to principles is more than 
ever necessary. TJiere are also questions of fundamental 
importance regarding the be.nt methods of expenditu^ 
and we ought to consider (as in taxation) the indirect as 
well as the direct effects. And indeed, as already sug- 
gested, the treatment of taxation may in almost every 
particular be made the basis of a similar treatment of 
expenditure. 

§2. The General OharacterUtice o/ Public JSzpenditure. 

Just as taxation is compulsory, from the point of view of 
the sovereign power, so also from the same point of view 
( public expenditure may be said to be arbitrary. If, how- 
ever, we trace the historical development of taxation and 
expenditure, we find that just as the compulsion of the 

1 Cf. CohQ*4 Finanx-Wiaenichaft. S 

* iDtroduction to ^emcranda os Imperiat and Local Taxes (18S0). 
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formov has been jnccUlieil tlie i-cpvesentatbn of the tax- 
]uiyei':5, so ulso the control of expeiKliture in the interestij 
of the public Ijus been substituted for tlie arbitraiy caprice 
of the sovereign power. TJie principle of no expenditure 
sAiithout the consent of the repi-esentativcs was, liowever, 
only converted into a maxim of finance long after its ana- 
logue in taxation had been accepted. As early as the 
fourteenth century, in England, a socialistic poet‘ could 
say witli truth. — 

Tlie king: taxeth nat liU men 
Hut by assent of tlie comminaltd. 

Hut though in the same century there were the beginnings 
of “inquisitions” into expenditui'e, the principle of appro* 
2 )riation of supplies was not definitely established till after 
tlie Revolution of 1089.* 

Again, the ancient rule in England, that all pr 02 ) 08 als for 
expenditure must come from the crown, which liad its ori- 
gin in the mediaeval conce 2 >tion of sovereign power, has 
^been developed into tlie modern constitutional doctrine 
^tbat the ministry is I'esponsible for the estimates sub- 
mitted in the Budget.* Tlius, although the representa- 
tives of the people may throw out a government for the 
ex 2 >enditui*e it inoposcs, they cannot directly substitute 
other schemes. 

Other countries have followed England at long intervals, 
both in time and in method, as regards the control of ex- 
penditure. Ill the middle of the eightceutli century (1755) 
Von Justi, the principal Cameralist writer, only reflected 
the ideas of the time in treating the wealth of the xieople 
and the {leople itself (which was part and x)arcel of the 

* 7'hr Piovjmnn'g TaU, in the main an attack on tlic comijit practices 
of (lie luonks, friare, aiiO clergy. Generally incluUcU in CIiauccr'8 works, 
but by An unknown author. In Skoal's CAaacer, Vol. Vlll., p. xxxi. 
and p, 108, 

* HAllain's Con$(Uulional Jlistvrtf, Vol. 111 ., p. 117; Brtstabk's PttOUc 
Finance, Bk. V., Ch. I. 

•Cf. Bastablo, op. cil., p. 607. 
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State) solely from the point of view of the State’s reve- 
nues.^ The furthering of the people’s well-being was 
long regarded only as a means to the ends of the State. 

L'etat ce$t moV^ and ^^pauvre ropaume pauvre roi*' are 
concrete expressions of the same idea. 

Tlie same process of development may be seen with re- 
gard to the management of the industrial domain of the 
State and of royalties and similar sources of revenue. 
Tiic old idea was that, as in the case of private estates, the 
property of the crown should be managed so as to yield a 
maximum net revenue. If, as generally happened, it was 
not so well managed, the misfortune was the personal loss 
of the monarch. The modern idea is that the production 
of net revenue is altogether of secondary importance. 
The post-ofhco and, since the fall in silver, the mint, both 
produce in Kngland a net revenue, but the yield of revenue 
ought to he considered as purely incidental if not acci- 
dental. Tlie present tendcjicy in local finance to look to 
nmnicipul trading for the relief of rates seems from the 
point of view of Instory regressive rather than progressive. 

§ 8. CfuMjicathn of Public Expenditure. It miglit, per- 
haps, be thought of the nature of a truism to assert that 
f public expenditure ought to be for public purposes) but in 
expenditure as in taxation the quid pro quo principle is 
sometimes applied. Tlic classification of public expendi- 
ture made in Germany,^ which has recently become popular 
in America, takes as the i)rinciple of division the degree 
in which the public expenditure is for the common benefit 
or for tlie benefit of individuals. The summary given by 



Professor PI elm* may be quoted for the sake of brevity. 
There are in this scheme four classes of expenditure ac- 
cording to the benefit conferred j — 

FireU the largest and most important, those which con- 


fer a common benefit on all citizens, defence, i/ 


Second^ those which confer a special benefit on certain 


» Cohn. op. at.. § 0. * Ibid., % 01. 

• P\thJic Finance, p. 28. 
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classes that is treated us u common benefit because of tiie 
incapacity of those classes, poor relief. 

T/firJ, those whicli confer both a special benefit on cer* 
tain persons and a common benefit on all the others, c./y., 
the aclministnitiou of justice.-' 

Fourth, those which confer only a special benefit on indi- 
viduals. State industries.^ 

It will be found on examination that two distinct ideas 
arc blended in this classification : first, the idea of benefit 
(the and, secomU^y the payment made (the pro 

fjuo'). It is better to take them separately. As regards 
s bejicfit alone, all these kinds of public expenditure must 
^be held to confer a common benefit or to satisfy a public 
nvant as their essential justification, although they also 
— all of them — incidentally confer special benefits on in- 
dividuals or classes or localities. Thus defence is placed 
in the first class because ostensibly it is for the common 
benefit only; but as a matter of lustory most wars have 
been undertaken in the defence of particular places or 
classes or even individuals. Poor relief is ostensibly for 
^the benefit of the particular individuals concerned; but us 
)a matter of public ])olicy it confers common benefits in the 
yprcventioQ of crime and in the satisfaction of the sense of 
^justice or of charity. Fi-ee education manifestly confers 
special benefits both on the particular children and their 
particular parents; but, again, tlte common benefit is so 
great that by Professor Plehn it is placed in the first 
class. Finally, as regards class four, wliicli is said to 


confer only a special benefit on individuals, it may be 
said that tlte final cause of all progress in public exx^cn- 
diture Jias been the abolition of this class. From be- 
ing the greatest, it has become the least in imx)ortance. 

/'Public expenditure which cloes not confer .^ome common 
benefit or answer some public purpose, ought not to 

Cexist in tlie modern State. This was the jjositiou em- 
phatically laid down by Adam Sin it It, s.g.y “Tlie protec- 
tion of any {^articular branch of trade is a part of the 
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• general protection of trade, a part therefore of the duty 
' of the executive power."* And it may truly be said 
that the greatest Hnaiicial reform effected since his time 
>has been the substitution of the principle of common 
( benpfit for the benefit of particular places or placemen 
or “ interests." 

Even if the particular individuals benefited pay the 
whole cost of the undertahing, and, to take a still stronger 
case, even if they pay so much as to give a profit, public 
management is not ju.stified unless it can be shown that 
some public interest is subserved. 

Hcforc considering this point, however, the second idea 
in the classification under review may bo considered, 
namely, the payment for the benefit conferred. 

Here again it may be objected that the payment ought 
not to be considered from the point of view of the indi- 
vidual. The penny that is paid for sending a letter to 
New Zealand <locs not in any sense represent the benefit 
to the particular individuals directly interested. The 
proper I>u8i8 of classification ought to be the whole amount 
of revenue obtained by the State in return for the services 
rendered. On tliis basis public expemliture may be olaasi- 

I US follows : — 

FirMf, expenditure without any direct return by way of 
revenue, e.//., poor relief ; or in extreme coses even with 

indirect loss, €•//••> expenditure on war. 

S'’Cond, expenditui'e without direct return, but with in- 
direct benefit to the revenue, e.ff--. for education, it being 
supposed that eventually the educated are better taxpayers 
or cause less expense as paupers or criminals. 

TJtird^ expenditure with partial direct return, edu- 
cation for which fees are received, subsidised railways tliat 
pay part of their expense. 

Fourth, expenditure that obtains a full return or in ex- 
treme cases yields a profit in addition, e.g.. the post-office, 
gas-works, and generally State industries. To what extent 

I Wealth etf .Yanort#. Bk. V., Ch. I., PArt III. 
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expenditure of any of these kiiuhs should be undertaken 
by tlic State depends on tlie principles of expenditure 
recognised by the State iJi question. These principles have 
varied greatly from time' to time, an<l still vary, even in 
democratic States —just as tlie principles of taxation 
u'hieh determine how the i*e venue in each case is to be 



provided have varied f 1*0111 time to time, and still vary 
h*om State to State. At this point it is snfhcient to notice 
that it hy no means follows that the fourth class of expen- 
diture may be indefinite!}* increased without injury because 
it is i^couped or even yields a profit. Sometimes the full 
expense is not properly calculated, the share in various 
supplementary charges being often omitted, and sometimes 
tlie undertaking owes its success to monopoly. In general, 
if an undertaking is likely to yield a profit, it may be loft 
to joint-stock enterprise. 'I^e primary business of the 
fetate is to provide for the social wants to which private 
enterprise is unequal; and in some cases even where ulti- 
mate profit is probable. State intervention is necessary 
to provide tbe necessary combination, or to secure the 
undertaking against unfair competition. With the ever 
increasing complexity of modern societies there will of 
necessity be an increase in the functions of the State which 
are beyond tlic sphere of private effort, and in spite of all 
economies by delegation and decentralisation there is a 
danger of the governmental machine being overworked. 

Asa rule, it may be said that, contrary to the prevailing 
popular opinion, the principal business of the State is to 
lierform functions that directly do not yield a correspond- 
-ing revenue. The idea that each particular source of ex- 
^ pen so should be met by some particular tax is, as a matter 
^of history, mediaeval. In general, except in local taxa- 
tion, like tbe other “particularities’* of the medueval 
system, it has been abandoned. And even as regards 
local taxation, it may be pointed out that the princii)al 
reform effected in this century has been in the amal- 
gamation of rates ; and the principal reform required is 
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that local budgets should be instituted after the imperial 
model. 

§ 4. Other Analoijie9 from Taxation, Other character- 
istics of taxation suggest corresponding analogies in* 
expenditure. Corresponding, for example, to the illegiti- 
mate evasion of taxes we have the illegitimate appropria- 
tion of public funds — an enormous evil in former times; 
whilst to the legitimate evasion of taxes by the process of 
substitution may be likened the claims for doles and sub- 
ventions from the treasury or the evasion of the duty of 
sclf-sui^port. 

All taxes, it has been seen, fall on persons^ although nom- 
inally imposed on things or transactions. The natural 
correlative might appear, on first inspection, to be that all 
public expenditure benefits particular persons. Such an 
inversion, however, is not in conformity with the general 
characteristics already described. It would rather appear 
that in public expenditure the benefit to the individual is 
not the primary consideration. The State must rather be 
held to spend i>ubHc money for public objects, and the 
''nature of these objects is determined partly by his tory a nd 
tradition, partly by various political, religious, social, or 
/ moral idous and ideals.* It may be argued, of course, tluit 
the satisfaction of individuals is the ultimate object, but 
this position is even less defensible than the quid pro quo 
theory in taxation. We certainly cannot trace out the 
particular benefits of public expenditure in the same way 
as we can the particular burdens of taxes. The people 
who receive the interest on the national debt receive no 
particular benefit — they would get rather more with equal 
security from a good railway debenture. Tlie soldiers and 
sailors would in general gain Iiigher wages in other employ- 
ments, and ship-builders and makei*a of armaments are 
only supposed to receive competition rates of pay. The 
poor no doubt benefit by relief, and the children of the 
poor by education, but in both cases the expenditure of 

■ See next chapter. 
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public money is not so nmcb j>riiDanly intended to benefit 
tlte piU'ticulur recipients ns to satisfy the public conscience 
and promote the public good. 

On tlie strict analogy of the definition of taxation the 
definition of public expenditure may be formulated: 

•• Public expenditure is the distribution by the sovereign 
power of the revenues of the State for the service of the 
public powers.** 

The government or certain departments of it may also 
undertake various public works and institutions which are 
intended to be more or less self-sujiporting. So far, how- 
ever, as they are independent of toxation, tlie expenditure 
is not an expenditure of the revenues of the State, and 
the question is one of municipal trading or management 
of the industrial domain, or in the last resort of socialism. 



CHAPTER XVI. 


PRINCIPLES OP PUBLIC EXPBNDITUBB. 

§ 1 . The Principle of Equality : the Utility Bum. It 
has been shown in a 2>vevioU8 chapter that the principle of 
equality of taxation holds in solution” several different 
conceptions. A similar analysis may be applied in the 
case ot public expenditure. 

The simple doctrine of sovei^eignty as the basis of 
taxation hnds its analogue in expenditure in the position 
that the State spends its revenues according to the dic- 
tates of the sovereign power. The further question, how- 
ever, at once arises, especially in democratic States with 
representative governments, What should determine the 
dictates of the sovereign power? The general answer, as 
in the case of taxation, is that t he money should be used. 
in the manner most conducive to pnbliV inL^reat, It 
took many centuries to convert this saying from a para- 
dox into a truism. 

It may also be argued, pursuing the former line of 
enquiry, that one great public interest is justice, and that 
the analogue to equality of sacrifice in taxation is equality 
of benefit in expenditure. But even as regards taxation, 
it has been shown that equality of sacrifice, considered as 
the ultimate basis or test, is open to serious objections, 
and these objections are far stronger when applied to the 
converse case of equality of benefit in expenditure. The 
greater part of public expenditure is for public objects in 
which no attempt can be made to distribute the benefit 
amongst individuals, the cost of defence. 

The ideal of mininvum sacrifice, or disutility, seems much 
better adapted than equality of sacrifice for conversion 
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into a inaximuni of expemUture. The ualural aualo^^ue, 
it may be suicU to minimum disutility in taxation is mari- 
mum in expenditure. And aUhougli the apiOioatiou 

of the conception is rather formal tiuui material, it may bo 
of service as a i*ogulative hie a and as a destroyer of falla- 
cies, especially when expi*essod with reference to total and 
marginal utilities. There is no more iwpular fallacy than 
to suppose that because some kinds of public expeiuUturo 
are classed as necessary, therefore they must always rank 
before those whicli are only classed as optional. In the 
concrete, for example, it is argued that the expenditure 
on the army and navy should only bo limited by consid- 
erations of efiiciency as determined by the military au- 
tliorities without any rcgaixl to other possible modes of 
expending the money. And similarly tlirougli the whole 
range of public expenditure it is popularly supposed that 
each case ought to be decided on its own merits, regard- 
less of other conflicting claims. 

Hut just as in taxation — as Mr. Gladstone never wearied 
in reiterating-— every remission or exemption in one place 
means imposition or addition in another, so also in expen- 
diture what is given to one object is taken from another. 
Accordingly, the system of expenditure ought always to 
be viewed as a whole and an adjudication made on con- 
flicting claims, and he is the best master of finance who 
best understands the relations of the parts to the whole. 
And although the utilitarian calculus cannot be applied 
very far, the distinction between total and final utility^ 
may often indicate the necessity of checking extravagance^ 
in one direction and beginning a necessary expenditure in 
another. A minimum amount of defeu co. or protection 
may have assigned to it an infinity utility, but the utility 
rapidly diminishes, and necessity passes into luxury or dis- 
play. A point is reached where the statesman must decide 
whether other public objects have not greater claims, e./y.. 
village asylums for pauper lunatics in place of separate 
cubicles for soldiers. The ideal of public expenditure on 
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C tlie xUilitarian principle would be attained when the pub- 
} lic_ utility of the marginal expenditure in each case is 
equal. 

The ideal h no doubt unattainable, but it is not un* 
thinkable, and the pursuit of it may lead to important 
practical results. Without a beacon of this kind, expen- 
diture may be continued in certain directions long after 
it is justified by changing conditions, and the most neces* 
sary reforms may be met with the non possumua of passive 
inertia. 

§ 2. The Principle of Utility in Relation to Rich and 
Poor. The most popular application of the utility theory^ 
is in favour of increasing the expenditure on the poor and 
needy. Logically, however, the principle may be applied 
in favour of diminishing public e.xpenditure on the rich 
or less needy. From this 2 )oint of view the idea of mak- 
ing old age pensions universal is absurd ; to the poor in 
very deed, and to the deserving poor in particular, the 
utility of a moderate pension would be very great; but to 
those already provided for by children or friends the pen- 
sion would be a bad substitute for natural charity. 

On the same principle there is no I'eason why education 
siiould ho free in all cases because in the public interests 
it is made free in some. 

The essential idea of public expenditure, as already 
, insisted on. is that it should be for tlic public benefit 
.independently of the particular effects on classes or indi- 
? vidiials. If, liowever, through ideas of charity, justice, or 
expediency the needs of certain classes are met by public 
expenditure, it follows that the expenditure should dimin- 
Lsh and finally cease as the need diminishes and ceases. 

The maxim that the State should not do for people what 
they can do for themselves, may also be supported on the 
principle under consideration. It may well happen that 
State aid, which is very useful in extreme cases of poverty, 
becomes less and less useful as we ascend in the social 
scale, and finally becomes harmful or mischievous. 
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§ 3. The Faculty Theory and Expenditure* The ai^pli- 
catioa of the faculty theory to expenditui-e gives as the 
first result that the standard must be objective, not sub- 
jective. Such an objective standard is provided in the 
constitutional rule tluit the money voted by the popular 
assembly is appropriated, and can only be applied, to cer- 
tain specified kinds of expenditure. The taxes that are 
^levied according to faculty ai-e expended according to 
'^public requirements, which admit of a definite concrete 
statement. The apportionment amongst these public re- 
c-quirements is determined by the repi-esentative govern- 
^ment, which agaiu I'e presents various ideas and various 
^interests. 

A parliamentary discussion on the appropriation of 
supplies, though it docs not secure the equality of final 
utilities’* in public expenditure, ought to give an oppor- 
tunity for correcting old abuses and for promotiug new 
public functions. Such discussions at the time may ap- 
pear rather aimless, but the cumulative progress in tlic 
Victorian era has been very great. 

The faculty theory of expenditure may also be applied 
(as in the converse case of taxation) to more special prob- 
lems. Thus, if for various reasons or sentiments it is 
X decided to spend a certain sum for any public purpose, 
^tlie cxpenditui'e of the necessary funds should be so muii- 
) aged^ as to increase, or at le ast not lessen , tlic productive 
( powers of the society. The indirect effects of expendi- 
ture may be as important as the indii’cct effects of taxa- 
tion. The case of poor relief is obvious and pertinent. 
But the case of poor relief is exceptional rather than 
typical. The faculty theory looks to the functions of the 
State as a whole; the effect on the particular individuals 
directly concerned is, in general, of relatively small impor- 
tance. If the voluntary efforts of individuals are unequal 
to the task of providing various desirable public works or 
institutions, it is no valid objection to say that public ex- 
penditure on those objects would primarily only benefit 
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some of the richer members of the society, and not the 
poor. Voov relief may be the first, but it is certainly not 
the lust, duty of the State. There are many departments 
of scientific research, of historical and statistical inquiry, 
of ivsthetic display, of general culture, which can never be 
uilu(iuutely worked by voluntary private effort. The dig- 
nity of the crown would be ill supported by payments 
made for royal appearances at imblic functions, and in the 
great spending departments of government the primary 
object ought to bo the efficiency of the public service, and 
not the comfort or interest of the public servants.^ 

§ 4. Wc ^Social Fuardon qf Public Expenditure. The 
social and political effects of public expenditure are gen- 
erally of even greater importance than in the converse 
case of taxation. The primary object of taxation is to 
raise revenue; the social effects are indirect and second- 
ary. lint tl»e very object of public expenditure is_Jp 
atj^in certain social and political ends. The correspond- 
ing analog lU', however, to this aspect of taxation seems 
ratlier to be that in expemliture also there may be indirect 
and socojulary effects which sometimes are considered of 
more importance than the juimary or ostensible object. 
The ulterior effects may altogether exceed in benefit tha 
immediate results, as in tfie claim made for free .^duCfttip^d 
In tlic days wlieii the religious instruction of the people 
was considered a primary duty of the State, logically and 
theoretically the ultimate i-esiilte ought to have given an 
enormous benefit conq>ni*ed with the initial expenditure. 
Unfortunately, however, there wei*e also ulterior results 
of a counteracting tendency. On the whole, it may be 
said that in public exp enditure (as in care 

I should be taken to avoid indirect anti the hopes 

( pla^d on indirect ben efits shou ld nq^ be, exaggerated. 
'fFese, no doubt, are formal ctmnsels, but they are none 
the less useful guides for the arrangements of facts ; and 

* The benefit theory of public expenditure has been examined in the 
previous chapter. 
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the reference to lastory shows their vital importance^ 

witness the imlirect effects of public expenditure on the 
cliurcli, tlic poor, and the privileged classes. 

§ 5. T/w P/ iitviph' of Formttl Jit$(ic€. The principle of 
formal justice may also be applied to expenditure. If 
public money is spent on any public object, it should be 
spent on other objects that are practically similar. The 
example may be set even by foreign countries, as was ob« 
.served by Mr. Gladstone in his great budget statement in 
1<SC3, — there is a rivalry of nations in armaments and a 
I rivalry in pliilanthropy. At present the British expendi- 
ture on the navy depends on that of foreign countries, — 
the British navy must be equal to any two foreign navies. 
Grants of public money ought not to be used to favour 
specially some particular local area or industry or class on 
any principle which cannot be extended to similar cases. 
Tlie Kantian imperative, “Act on a maxim which thou 
cans t will to be luw universay is certainly the golden rule 
for the exchequer, it must be observed, however, that 
special beneht may be conferred on one class or area or 
industry, without infringing this maxim, if thereby the 
X)ublip would benefit whilst in other cases apparently 
similar this would not be tlie case. The actual expen- 
diture of public money for defence no doubt benefits cur- 
tuiu districts, e.y., naval ports and military centres, and it 
bcncRts, also, certain industries ; but such particular bene- 
fit is only secondary and conditional. The real object 

t ought to be eflicieucy in case of war, and not false cimrity 
in time of peace 

The great use of the rule is negative : never act on a 
principle that cannot be extended, e.ff.y do not give to the 
Irish cottar what you will not give to the Scottish crofter. 

It may, however, be admitted that sometimes the State 
should revert to the mediaeval device of making experi- 
ments, limited in various ways in time and place. 

Much of the public expenditure for local purposes is 
provided by local taxation. If the benefit, e.ff.y a public 
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garden, is purely local, the i)oorer localities, on this prin^ 
ciple, have no claim on the central government or on richer 
areas for assistance in providing the benefit; but con- 
versely, if the expense is to fulfil a public dufe com- 
pulsory education, such a claim holds good aifcfis generally 
recognised. 

§ 6. Canon of Certainty, Public expenditure ought to 
( be definite and certain, and oiyen to public criticism^ The 
appeal to I li story is decisive, both as to the reality and the 
importance of this rule. At tlie end of the reign of James 
II. tlie average expenditure of the crown was £1,700,000, 
and of this amount £00,000 was for “secret service.” In 
the last year of Queen Victoria the vote for the secret 
service was £30,000 (of which nearly £5000 was not 
spent), whilst the total expenditure was £107,771,000 
(.March 31, 1000). At present it is quite possible, as was 
stated in the debates on the South African war, that more 
nnincy might be spent with great advantage by the British 
govern men t on secret service, but the abuses of the old sys- 
tem were so incredibly great that the total ,abolition would 
bo n re ferab le to the^risk of their revival William III. 
followed the practice of the Stuarts in 
ruptiou, and induced by secret bribes the leaders of the 
parliamentary opposition to betray their cause on particu- 
lar questions. The examx>Ie of the king was followed by 
the people, and the speaker of the Hoxise of Commons re- 
ceived from the city of London a i>resent of 1000 guineas 
for liis services in carrying a bill through the House. Tlxe 
practice of direct bribery continued, according to Hallam J 
until the termination of the American war. Apart from 
the secret-service money, other parts of the civil list were 
free from all public examination, and placemen and pen- 
sioners formed “ a very undue proportion ” of the House 
of Commons, and dependents on the favour of government 
were made its censors and counsellors. The secrecy in 
respect to public revenue and expenditure that was for- 
' Constitvtional ffistoty, Vol. III., p. 266. 
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luei'ly so noticeable, and >vluch has been expelled by the 
growth of constitutional governmejit, had extremely in- 
jurious effects. On the one hand, prodigality and injus- 
tice often escaped notice; while on the other hand, fair and 
legitimate taxation ajid expense were, tli rough ignorance, 
frequently regarded as grievances. Publicity and respon- 
sibility have been shown by a lengthened experience to 
be necessary conditions for an efficient administration of 
finance.^ 

It is beyond the scope of this work to consider the 
machinery that is adopted in various countries to secure 
efficient administration and control.* It may, however, be 
observed that the efficiency of the machinery depends in 
the last resort on the practical wisdom and the incorrupti- 
bility (direct and indirect) of the individuals who repre- 
sent the people. 

In practice, also, publicity involves an independent and 
searching audit. Of all expedients for the preservation 
of public property, it is the most simple, ready, and self- 
acting.”* 

§ 7. Tht Canon of Convtnunce. The canon of conven- 
ience may be best illustrated from the opposite. The 
local finance of England afforded a striking example, until 
the recent reforms, of the inconvenience of a multitude of 
boards spending money for different objects. “ The truth 
is, we have a chaos as regards authorities, a chaos as re- 
gards rates, and a worse chaos than all as regards areas.” * 

One great difliculty in the control of expenditure is to 
reconcile the necessary routine of official practice with the 

* BasUble’s PufAie Finance (M edition), p. 070. 

* C/. B.'istablc. op. eif.s Bk. VI. 

■ Local (I'ovefnmetU, by W. Dlako Odgew, p. 2"j 7. WJion, in 1870, tbe ' 
hi'fhicay accounts were lirsl brouglit under ihc audit, amongst tlic Itcina 
dUallowed were for expeixUture on ap.'irrow-sbooting clubs, niole-catcliing, 
visits to tliG theatre, presentation portraits, chaiopagDe, plover's eggs, and 
wedding preaenia. 

* Afr. Gosebeu, April 3, 1871, quoted in Mr, Palgravc’s Local Taxation, 
p. 30. 
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convenience of the public. This difficulty is most serious 
and noticeable in times of war or other public strain, al- 
though at all times the inconvenience associated w ith red 
tape is proverbial. 

In general, however, the canon of convenience, in the 
larger sense of the term, may be brought under the canon 
of economy. 

§ 8. Tht Canon of Economy, Magnum panimonia eit 
.v^tigal — of which the legend, ‘‘ For God’s sake vectigal, 
^Ir. Burke,”* is an excellent mnemonic — ought to be 
) applied in every budget ; parsimony in one direction may 
( avoid taxation in another. The usual practical rules by 
which economy, in this narrow sense, is attained must, 
liowcver, be widely extended with the development of the 
term “ economy.” 

Economy in the means is the natural corollary of equity 
in the objects of expenditure. The aim ought to be to 
attain these objects in the most effective manner. Any- 
tliing that is paid by government beyond what is requisite 
for efficiency is inequitable; it benefits one class, or rather 
a few incmbei's of one class, at the expense of the public. 

■ It is true, no doubt, that there is room in State expendi- 
ture also for the economy of high wages, and even in the 
puicluisc of materials the deai-est maybe the cheapest with 
governments as with individuals; but high wages are only 
economical in proportion to efficiency, and high prices in 
proportion to quality. At the present time there is a re;. 
crude scence of an old fallacy : that the government ought 
to set the example of paying high wages — from the low- 
est to the highest appointments. The idea seems to be 
that the chief factor in the determination of wages ought 
to be the benevolence of the employer, and that as the 
^government obtains its funds without any real cost, its 
( benevolence should be so much the greater. Neither sup- 
position will bear analysis. There may occasionally be an 

» Burke is reported in one of his oreUons to bare said vecUgal, to the 
horror of Lord North. 
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element of poor-relief in wages, luul occasionally tlie wage- 
earners ina}' be sakl to depend on the rich. But that ihe 
benevolence of the rich is the main soui‘ce of wages, is as 
false as the twin fallacy* that the public revenues are ob- 
tained without i*eal cost. 

As regards the higher official appointments, where wages 
are styled salaries, instead of government being expected 
to give higher rates, lower j-ates for corresponding services 
seem more reasonable. All experience shows that govern- 
>ment appointments are cojisidered more honourable thau 
( corresponding appointments in private businesses. Honour 
still remains a great part of the reward of all honourable 
professions — witness law, litei^ature, science, and art. As 
regards government, some of the highest and most re- 
sponsible work is un])aid, and iu many cases the payment 
does not cover the incidental expenses imposed by the 
custom of the office. To replace this public spirit by 
merce n ary motives would be a national loss. 

The greater part of public ex])enditure is for purposes 
that in the narrow sense are unproductive,' and in tlie 
largest sense they only yield a far-off interest in the shape 
of increased taxable capacity. The servants of the king 
are in some respects economically on the same footing as 
domestic servants. Their services are not fixed or em- 
bodied in vendible commodities; the}’ establish vested 
interests; their nu label's cannot be dcci'cased nor their 
duties increased without an outcry. 

Similarly, as regards the purchase of commodities, it is 
sometimes thought that the government ought to give 
/more than private j>eoplc. Economically it ought to give 
j'less. It buys in larger quantities, its payments are certain, 

^ and its custom is valuable as an advertisement. And if in 

* For an excellent criticism of llic “Smiilii.m” concept of productivity 
as appliccl to state expenditure, aee Cohn, o/>. cit., f Tiic use, Jiotvcver. 
of tlio adjoctivc '^SmichiHH*' aa a term of abuse is unhistorical. The idea 
criticised was not Adam Smith's. Throughout liU work Professor Colni 
too often quotes '^Smithiaiiismua*' in pl^^ the leal HVafM o/ Xalions. 
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a case of need or of monopoly the State has a right to modify 
prices in the public interest, so it may also modify them 
in tlie interest of its own administration of public affairs. 

, And yet the custom of government's paying extravagant 
prices is accepted as if it were a law of nature. Take the 
case of the expropriation of land for public purposes either 
for direct use by the central or local authorities, or to pro- 
mote various works that indirectly are of great public 
advantage. In England the rule seems to be established 
that all expropriation for public purposes must be con- 
sidered as involving a practical kind of disagreeable 
compulsion that must be paid for at extravagant rates. 
Accordingly, the owners of slum s, who ought under ade- 
quate sanitary laws to be mulcted in heavy penalties, the 
speculators who have been holding on in the hope of some 
pressing public requirement, the urban owners most of 
whose property will be immensely improved by the expro- 
priation of a part, the country gentleman whose ^men itv 
is only disturbed by an invisible railway which raises his 
rents in short, every owner of laud, who is obliged to 
sell it for public purposes, is supposed to be entitled to a 
heavy prttium affectionU.j 

The only conceivable advantage of this inequitable cus- 
tom is that it imposes a barrier on injudicious state pur- 
chase. Not only, however, is a barrier of this kind a very 
poor defence, but the progress of society in wealth, popula- 
tion, and “ culture ” of necessity demands a large increase 
of public expenditure of this kind. These extravagant 
payments made by the State in the way of compensation 
weaken rather than strengthen the security of the institu- 
tion of private property. They encourage the persistence 
of abuses that otherwise would die a natural or a legal 
death.* Just as the amelioration of the old bankruptcy 
laws in favour of the debtor improved the general secu- 
rity, so also would the reform of the laws and customs 
that regulate compensatioo to vested interests. 

J See Bk. II.. Cli. IV. 
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The pviuci])le of economy may, however, sometimes be 
applied directly as a check on State enterprise. All un- 
productive expenditure involves taxation, and all produc- 
tive expenditure that is to pay its cost must either be a 
monopoly which so fur mvolves taxation, or it must be 
conducted like any other business. If private enterprise 
or voluntary association is sutficient to meet any public 
want, the government, whether central or local, slmuld 
generally let it alone. The chance of profit is balanced 
by the chance of loss, and the simple plan of taxation is 
preferable to speculation for profit as a method of pro- 
viding public funds. There will always be a sufficiency 
of undertakings to exercise the powers of self-government 
beyond the limits of the most ambitious or philanthropic 
private association.^ Let the State keep to its o\vfi domain 
and avoid alike the evils of paUrnalism and of bureau- 
cracy; and let those who think this counsel a truism 
refresh their minds with history Colbcrtisra). 

§ 9. Other Itulee 0 f Bxpenditure. A number of subor- 
dinate or derivative rules of expenditure may be extracted 
from the experience of nations and the wisdom of the 
books on finance, and again the clue afforded by taxation 
may be followed. Government expenditure should be di- 
rected to a comparatively small .number o f g reat objects, 
and not to a multitude of small affairs. A <h*iblet here and 
there is sure to offend against the canons of equity and 
economy. Grants in aid tend to be given in response to 
popular clamour or as rewards for political services, and so 
far take the jdace of the ancient pensions and direct brib- 
ery of the representatives of the ijcople. It is sometimes 
said government should do a certain thing because the 
expense is trifling. A trifling expense, on the contrary, 
shows, as a rule, that it is no fit matter for governmental 
action. Trifling expenses ought to be met from the small 
ebange of charity, not from the millions of public rev- 

* See Lord Avebury on tho (irowlh of yiunicipal ««<? Rational 
dUnr<^, Stadstkal Journai, March, 1001. 
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euue ; if necessary, they should be the occasion not of 
appeals to government, but to persons. 

A good system of expenditure should as far as possible 
be self- regulating ; it should expand (and contract) with 
I the public requirements. With growing wealth and popu- 
* lation it is necessary to provide for increasing expenditure, 
and the various departments should be so constituted as to 
admit of natural expansion. At the present time this rule 
ought to be specially applicable in tlje provision for the 
i^aval and military services. Again, contraction of ex- 
penditure according to lessened requirements in certain 
branches is necessary both for economy and substitution. 
The expenditure also, in the various departments, ought to 
bo accurately estinjatecl. In practice, the normal expendi- 
ture shouhl be met from normal revenue. Supplementary 
votes and extraordinary demands should bo avoided as far 
as ijossiblc — otherwise the control of Parliament becomes 
nominal. It is bad policy if Parliament is only made to 
sanction expenditure already accomplislied. There are no 
tloubt exceptions : bella $iUnt as in a commer- 

cial crisis the Bank Act is 8usi>ended by the Executive. 

In the progress of society, moreover, it is necessary to 
incur new modes of expenditure. No provision of machin- 
ery to meet old wants will suffice for the satisfaction of 
new demands. In many cases, however, the expense ought 
to be met not by increased taxation, but by substitution. 
With increase of wealth the increasing demands for educa- 
tion ought to be partially met, at any rate, by diminished 
demands from the poor; as the education rate rises, the 
poor rate ought to fall. This also is a counsel of perfection. 

Finally, in case of a conflict of rules, if a compromise is 
impossible, the guidance of the stronger must be accepted. 

It may be said, for example, of expenditure, with still more 
force than of taxation, that a considerable degree of in- 
equality is preferable to a small degree of uncer^inty ; 
inequality only affects the private interests of particular 
persons, whilst uncertainty vitiates the whole system of 
public administration. 



CHAPTER XVII. 


ritlNCIVLES OF LOCAL FINANCE. 

§ 1. Fundamental A^reeynent of Local and Imperial 
Finance, There is no essential difference between Local 
and imperial finance, and the same principles are appli- 
cable in both cases. “ A rate,” says Professor Bastable, 
raised by the smallest parish is as much a tax us if it 
were raised by the Imperial Parliament”; and Mr. Can- 
nan in his excellent monograpli ^ on the history of local 
rates in England is still more emphatic : The real diffi- 
culty is not to find a local tux whicli is not a riite, but. to 
find any tax which is not local. A New York State tax 
is local in relation to the United States, and so is a Prus- 
sian National tax in relation to the German Empire.” 
Professor Cohn,* also, in his account of the historical devel- 
opment of public economy, points out that the mi orocofiPi 
of the modern State first makes its appearance in the 
German towns of the Middle Ages, and that the fiscal 
system developed in these towns was afterwards extended 
to the larger commonwealth of the State ; and in particu- 
lar he observes that the difficulties and struggles of tlie 
modern income tax were already being fought out in the 
economy of the mediicval municipalities, as was also 
the case in England. Although, however, the same prin- 
ciples are applied to both national (or imperial) aud to 
local finance, there is a difference of emphasis, and there 
are differences iu practical limitations. A large part of 
local finance is concerned with the provision by the local 
autliorities of various services and “utilities” for which 

' I am much lodebUd to this work, especially in the following aection. 

• Ofl. § 65 tq. 


301 
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payment may be exacted according to the benefit received' 
to a much greater extent than is possible in imperial 
finance. It is noteworthy* however, that in general, even 
in this case, the benefit theory is not applicable in all its 
particularity. 

As regards tlie pnactical limitations of local finance, 
they may be deduced from the interpretation of the term 
‘•local.” From the economic point of view, capital and 
labour move freely from locality to locality according to 
f^he expected i-eward, but they do not move so freely from 
nation to nation. It may, then, be assumed provisionally 
that differential taxation as between “ localities ” will 
cause a migration of tlic taxed subjects where that is 
possible, and the possibility must be avoided and fixed 
property taxed. 

Again, in every independent State the sovereign power 
is supreme, and theoretically it can impose any taxes for 
any purposes, liut as regards local authorities* the whole 

their power is conceived as delegated from the central 
authority, and the central authority may reserve to itself 
I certain kinds of taxation and expenditure ; and as regards 
the power.s actually intrusted to local authorities all kinds 
of limitations may be imposed. Accordingly, at the pres- 
ent time,* the systems of local finance are not always sur- 
vivals or even i*evivals of the past* but they are often 
entirely new institutions destined to satisfy certain needs 
for which the devolution of authority has been deemed 
expedient. 

If we take a broad historical survey, we find that vari- 
ous public wants have been met sometimes by the local 
and sometimes by the national authorities. As regards 
police, education, and poor relief, for example, there has been 
a variable distribution of public powers under different 
conditions, and there has been no steady and continuous 
progress in one direction. 

This distribution of functions between the central and 

^ Cy Bastable, p. SCO. 
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local authoiities, though always actually dependent on 
various historical ami geographical conditions, is also tlie 
result of the conscious or unconscious application of prin- 
ciples. 

I he central government, it is obvious, ought to concern 
- Itself with public interests of a national character as dis- 
’-tinct from interests that vary from place to place.* Thus 
defence and justice are mainly national interests, and 
lighting and sanitation are mainly local concerns. But 
apart from the distribution according to objects there is 
tlie distribution according to administration or manage- 
ment. From this point of view, certain duties connected 
with national interests (e.^., defence, justice) may be 
assigned to the local authorities, and, on the other hand, 
the State may i>erforin local functions, e.^., enforcing gen- 
eral sanitary regulations. This interchange of functions 
also brings into prominence the important consideration 
that between the central government and the “ primitive 
cell * of the ancient township there have always been 
various otlier local autliorities with powers over different 
areas, e.^., liundreds, shires, ridings, wapentakes, parishes, 
borouglis, and districts for all sorts of purposes. 

If we were to attempt to condense the history of local 
government into a sentence, it might be said that in 
ancient times most government was local, tliat in the 
course of progress the central government absorbed much 
of the old local powers, and that recently, owing mainly 
to tlie overburdening of the centi'al authorities, a decen- 
tralising movement has begun. Similarly, liistory shows 
til at local governments at first rested on a widely demo- 
cratic basis, were afterward limited to privileged and 
propertied classes, and again in recent years have become 
still more democratic tlian in ancient times. 

Such generalities are, however, of little value except 
as a warning not to a priorue history according to the 

* Local OooernmenC, by W. Blake Odgere (1800), giTes an excfUeni 
resume of the whole subject. 
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theory of evolution. As a matter of fact, in England, 
before the great reforms instituted by the Local Govern- 
ment Acts of 1888 and 1894, each special need had been 
met for the most part by creating new and special author- 
ities, with the result that the local government of the 
country was summarily described as ''a chaos of areas, 
a chaos of authorities, and a chaos of rates.’* 

It falls, however, within the scope of the present chapter 
only to deal with the purely financial aspects of l ocal g ov- 
eminent, — as, for example, the methods of taxation and 
tlig. nUes pt expenditure, and that only in a general way. 
A brief historical survey of the salient points in the his- 
tory of local rates in England will serve to illustrate the 
ditliculty in the application of principles that in theory 
seem quite simple. 

§ 2. Jlistort/ of Local Hates in England. Local rates 
from the earliest times were instituted for two purposes, 
— namely, l ocal benefits and national duties ; but in both 
cases were of the nature of ‘‘taxes.** 

Firsty if the burgesses Edward I.*) wished to 

repair their walls, bridges, or streets, they had to apply 
to the king for a grant of t^nxage, p ontage, or pav^* 
The petition came before the royal council in Parliament, 
and thus the “ local rate *’ was frequently a ” parliajneii- 
tary tax.’* The king, however, also gave his b oroughs the 
right to triage themselves ; and he frequently sold charters 
to the richer members, exempting them from the tallages, 
and thus, as some unknown Gladstone put on record, 
“threw the burden on the smaller folk to the destruction 
of the city.** These tallages were for the “benefit” of the 
locality, but they were not in practice levied in proportion 
to tlie particular benefit received by the inhabitants, 

Secondly^ there were, besides, contributions levied in the 
shape of fines and Amenta which were apportioned 

amongst the rate-payers. Thus, in place of doles from the 
imperial treasury to the localities, we have “ forced gifts 

• Pollock and Maitland, History of English £/<txOy Vol. I., p. 002. 
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from the localities to the treasury. “ b'rom 1334 onward, 
the fifteenths and tenths (the national tax on movahlesj 
were levied as local rates/’ i It is noteworthy, however, 
that the principal part of the ordinary revenues of the 
borough was derived from tolls, including ‘^passage, pont- 
age, last age, stallage, bothage, ewage, tronage, scavage/'* 
and the like, the idea of a perfectly free trade ” being 
an unlimited power to tax other [wople. In a sense, also, 
these tolls may be regarded as payments for benefits re* 
•j^ceived or services rendered by the borouglu And to 
anticipate a little, it may be observed that Adam Sniitlj^ 
iliought it was scaree possible to invent a more equitable 
way of maintaining such works as roads, bridges, etc., 
than tolls; but in practice, according to un eminent au- 
thority, it became “the most extravagant mode of main- 
taining roads which the ingenuity of man or fiend could 
devise/’ 

The benefit theory was more directly applied in the 
case of draina ge, prevention of floods, and the like. In 
the case of Romney marsh in 1230, the sea walls were to 
be repaired according to the quantity of lands and teiie- 
m^ts subject to the perils of tlie sea; and a little later 
the repaire were allotted not merely according to the 
number, but the value of the acres protected. 

The church-rates, e.y., for the repair of the church, 
which were well established by tlie beginning of the four- 
teenth century, were levied according to ability simply 
(the benefit to the payers not being measurable), and the 
ability was shown by the value of lands and stock. 

In some casc.s also equal poll taxes were levied for local 
expenses. Tlie j>oll taxes were occasionally graduated 
according to classes and social ranks ; but by the fifteenth 
century the rates were generally apportioned according to 
each man’s ability and substance, generally as evidenced 

J Cannan, p. IS. 

* I'oIIock Mii ^raillanU. Vol. f., p. m. 

• Bk. V., Ch. I., rt. III. Art. I. 
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by the occupation of lands and houses. In the four, 
teenth, and even as late as the sixteenth century, how- 
ever, it is never *‘things,'’ but always “persons,” that 
were supposed to pay rates and taxes. But in the rural 
districts, the relative abilities of the taxpayers were natu- 
rally assessed according to the number or value of their 
acres and their stock (cattle and sheep); and in the towns, 
a natural objective measure of abilities was afforded by 
t))e size or the value of the houses occupied. When these 
methods of measuring ability had become customary, by a 
natural transition it came to be thought that the lands 
iind houses alone were taxed. 

Three important consequences followed : Jir^U persons 
' were taxed qua their lands and houses, though they them* 

I xelvcs were resident in another taxing area ; 9econdly^ other 
) forms of pioperty and sources of income came to be 
j exempt from taxation; t/iiVd/y, if the occupier of certain 
lands or houses were taxed, it was considered inequitable 
^ that the same lands and houses should be taxed again. 
Thus though the lands occupied were supposed to indi* 
cate tlie profits (and thus the ability) of the farmer, they 
were not supposed also to indicate the rents (or the ability) 
of the landlord. Possibly it was thought there was a 
iransfer of tlie burden from the occupier to the owner, 
more probably the fallacy was adopted that “ things ’’and 
not “pei-sons” were taxed, and that the same “thing” 

; ought not to be taxed twice. It is, however, quite clear 
on reflection that the use of the same thing might indicate 
tlie faculty of a number of users ; and, as regards the case 
in point, the present income tax assumes that, on the 
average, farmers’ profits bear a certain proportion to rentj 
tlioug]) the incomes of landlord and farmer are quite dis- 
tinct, and both pay tJie tax. In certain cases, however, it 
became clear that it was the owner of the property and 
not the occupier who gained most by permanent or quagi* 
permanent improvements ; and not only were the owners 
compelled to contribute, but the tenants were allowed to 
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deduct the owuer's sliaux* from their rents, contracts 
to tlie coiitrurv, past, pivsent, and to come, being declaimed 
void. * III other cases, when ‘'contracting out" was not 
proliibited, deductions from rent were allowed for 
repairing streets) if no such contracts e.xisted. 

In brief, from the earliest times, two principles of rating 
were recogni2ed; namely, benefit received and ability to 
pay. If the benefit were quasi -permanent, the owner of 
the property was i*ated in proportion to its value, and if 
the expenditure were recurrent, the occupier was rated. 
When ability was taken as the standard, in principle, per- 
sonal property was also liable, and, in principle, an ele- 
mentary theory of equality of sacrifice was recognised. 
But the practical difficulties proved too great to carry out 
the theory in its elegance ; pei'sonal property proved elu- 
sive, and the measurement of sacrifice illusory. 

The history of the poor-rates, which eventually became 
the model of all rates, brings out very clearly the recogni- 
tion of principles and the difficulties of practice. To begin 
with, there was tlie idea that charity ought to be volun- 
tary, or, at most, the result of ecclesiastical persuasion ; * 
but when, owing to various causes, the poor and their 
poverty increa.sed, compulsory payments were exactecl. 
Here, again, the idea was tliat tlic compulsion should bo 
according to ability, and the ability was understood to 
refer to all forms of wealth and income. The great act 
of IGOl directs that the overseers are to raise the money 
by’ taxation of every inhabitant^ parson, vicar, and other, 
and of every occupier of lands, houses, tithes impropriafo. 
or proprietors of tithes, coal mines, or salable underwoods." 
riie phraseology is suggestive of an income tax, but difii- 
culty at once arose when an inhabitant was peripatetic, or 
an absen tee, or a houscliolder divided. Practical expedi- 
ency overcame theor}', and the “things" and not the per- 

* Cannan, p. 30, on the ca.^ of Scarborough ]>icr. 

’ See the accouut of the Poor Lavrs given above. Bk. !(., Ch. XU.. 
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isons were made tlie basis of assessinentj^and not all things, 
but, in the end, lands and houses. The local income tax, 
from the force of circumstances, degenerated into the rate 
on the occupier.* It was, however, uot till 1840 that an 
act was passed to exempt stock«in*trade from being 
rated for the relief of the poor,” and, in fact, as Mr. Can- 
nan observes, this act amounts to a repeal of the statute 
of Elizabeth so far as the word inhabitant ” is concerned. 
If, as regards the leading idea of the act of 1601, custom 
hud overcome law, in another respect law had overcome 
oonunon sense. Tlie special mention of coals and salable 
underwoods was held to exclude other mines and woods, 
and tliis legal exemption was not got rid of till 1874, and 
thus, ut last, “tlie poor-mte came to apply to all immovable 
and to no movable proi>erty.” 

As already indicated, in process of time, ^‘as the re- 
.suit of the practice of the local autlioritics, the decisions 
of courts of law, and the enactments of Parliament, the 
whole of local rates with trifling exceptions have become 
little but additions to the poor-rate-”* But ft curious 
anomaly , or rather contradiction, has emerged.* It is only 
hy an economic fiction that the payers of poor-rates can 
be supposed to benefit in proportion to their payments; 
and in all cases analogous to poor relief, the idea of benefit 
is out of place. On the other Land, there are cases 
repairs and improvements of streets) in which not only 
the benefit to the adjacent property is prominent, and the 
ability of the inhabitants irrelevant, but originally the 
burden was imposed on such property. To use the same 
basis of assessment for cases essentially different is plainly 
illogical ; paj’ment according to ability, for public expen- 
diture in which very often the benefit varies inversely as 
the payment, is a totally different thing from payment by 
which property is specially benefited. 

^ The det&its of the proc^ Aod &d accoiinl of rat&ble snrviTals aw 
graphicailj presented in Ch. IV. of Mr. Csnnan*3 essay. 

* Cannan, p. 102. • See note on next page. 
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III theory, also, ability should be estimated by income 
from whatever sources, whilst benefit should be measured 
by value received. Practically, however, local income 
taxes proved to be impossible, and the precise measure- 
luent of benefit was also impossilde the more the service 
rendered came to be of a public diameter. Notwith- 
standing the -incompatibility of canons,'' » when allowance 
IS made for their ultimate incidence, the i-ates imposed on 
real property furnish, on the average, a fairer test of ability, 
and also a fairer test of benefit than might be expected. 
As a rule, the occupiers and the owners of highly rented 
property have large incomes (and conversely), and they also 
receive large benefits (and conversely of the smaller folk 
and their properties). There are of course exceptions, 
though not so great in ultimate as in primary incidence. 
In the course of progress the tendency has been to remove 
the expenses which ought to be borne in proportion to abil- 
ity from the sphere of local taxation. They have been spread 
over wider areas, unions and districts, and at last over 
the whole kingdom. There have also been grunts in aid of 
local expenditure for general purposes.* And as already 
shown, even as regards the whole kingdom (not to speak 
of the empire) taxation according to ability is an ideal to 
which only rough approximations are made. The benefit 
theory, also, even in the most narrow local expenditure, is 
also an ideal very ro uglily i-ealised in practice, as is shown 
in the provision of water, the removal of sewage, the light- 
ing of streets, the payment of police, etc. The great use 
of ideals, however, is to remove glaring anomalies, and not 
to provide a series of revolutions. 


* Cf. Jiff moranda cn Imperial and Local (1000), p. M, on rbo 

UJcompaiibiUly of Uio canooa of benefit and abiUiy. 

* TbiB 18 well illuBtratcd by (be growth of expenditure in education. 
Tima in Koglatid and Wales, io I SSI. tlic amount raised by rates was 

1.000,000, and tlie amount from fees £a70, 000, that is, about one -quarter- 
in 1870 school fees bad fallen to £74,003, wbitst ibc total expenditure 
(apart from loana) was £0,802,031. of which about half was raised from 
rales and half received from the central govcroracot. 
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§ 3. The Incidence of Rates.^ The incidence of local 
rates lias already been considered^ in the illustration of 
general principles^ e.g.y the house tax and taxes on land 
and rent. Here it need only be observed that: Firet^ the 
primary incidence must be distinguished from the ultimate 
incidence. Thus rates on shops, although paid by the 
shop-keepers in the first instance, will be mainly trans- 
ferred to the owners of the property, though partly in 
exceptional cases to the consumers of the articles sold. 
Secondlify any change in taxation will fall on the occupier 
during the currency of his lease unless legal transfer is pro- 
vided. Thirdlgs in any case there is always some difficulty 
in the transfer, and the tax tends to lie where it first falls. 

§ 4. Principles of Local Expenditure. In expenditure 
as in taxation the same principles are applicable in the case 
of “ localities " as in countries ” or empii'es. Here also, 
however, there are special differences according to objects 
and methods. 

Some of the earliest forms of local expenditure may be 
described as of the nature of compulsory cooperation for 
tlie benefit of the codperators ; and throughout local 
(inance, as already shown, the benefit theor y is applied 
to a much greater extent than is possible with kingdoms, 
empires, or republics. 

A local authority primarily instituted for one set of 
purposes may have assigned to it other duties. Recently 
municipal authorities have embarked ou various forms of 
trading enterprise, and even speculation. Some of these 
concerns, when allowance is made for all the supplementary 
charges and for insurance against future loss or depreci- 
ation, do not really pay their expenses, and ultimately in- 
volve an increase of the rates. Thus we have in disguise 
a rAr*rnd^gcence o f the practice of taxation by private per- 
sons for private purposes. Even when the undertaking 

> The IHtmoranda on the Clfutifitaiion and Incidence of Imperial and 
Local Taxte is a storehouse of facts aod opinions on this subject. 

^ See above, Ch. XL 
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is self-suppoi-tiijg jiiul yields a profit, it must be considered 
how much of the payments received for the services are 
due to a complete or partial monopoly; which again, on 
analysis, may involve private taxation; and in any case 

the amount of profit is only one element in the public 
interest. 

The canon of economy is of special importance in local 
finance. Local autliorities ui-e more subject to the malign 
infiuencc of private interests and to sanguine estimates as 
regards reproductive outlay. They are also even more 
ready tlmn the central government to resort to the easy 
method of public debts. On the other hand, local author- 
ities may exercise a moi‘e diligent supervision, and rates 
are fortunately more unpopular than taxes. The increase 
of local exjxmditure in recent years is the best comment 
on the need for economy. The ratable property of Eng- 
land and Wales is no doubt increasing rapidly, but in 
spite of this increase the rate per pound is increasing. 
Taking an average in 1891-1892, the rate per pound was 
3s. 5cf, ill 1895—189(3 it had risen to 4s. 5d. Again as re- 
gards indebtedness in 1875, the local debt of England and 
Wales was £92,180,000, in 1896 it was £243,209,862. It is 
true most of this debt is supposed to be paid off in certain 
periods of years, but (as with the old sinking fund) new 
debts are iu^urtud faster than tlie old are paid off.^ 

It seems Iiopcles-s to rely on the judgment and restraint 
of the local autliorities, and the only effective check seems 
to bo more thorough and severe control fix>ni above, and 
in particular by an incjeasc of the powers of the local 
government hoard as i*ogard.s methods of preparing annual 
budgets, audit of accounts, and liinitsitions of borrowing 
powers. 

§ 5. The Unity of Local and Imperial Finance. It was 
stated at the beginning of this chapter tliat the same 
principles were applicable in local as in imperial finance. 

’ The property of local bodies may alxobc considered as asct-ofl against 
debt, ihough its acicqu.acy may be (|uestioiie<l. 

VOL. III. — 2o 
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As a matter of fact, however, this application of princi- 
pies remains a counsel of perfection as regards each 
system severally, and still more as regards the two eon- 
joined. No attempt is made in the United Kingdom, for 
example, to make any allowance for variations in rates 
in imposing taxes ; the income tax is levied independently 
of local rates, and local rates receive no proportionate 
subvention from the proceeds of the income tax. Thus 
the principle of equality of taxation is violated. Nor is 
this violation much mitigated by benefit received or by 
grants in aid or by assignment of certain revenues. 
One of tbe greatest financial problem.s of the future is the 
) redistribution of local and imperial revenues, whether as 
regards collection or expenditure.’- * 


I See the detailea account of the various subventions in relief of local 
taxation in the United Kingdom in tlie iWemoraMt/a referred to above. 

Api>cinllx III., p. 08. » y tr. , I /loni 

’TUc Fnmi Urpoil fi/thr Rftjfai Comm Mon oh Locol Taxatton {iwt 

— rC. n. Appoarctl loo Inle for use In tlic text. Tbe present 

syatom of ffrnuW nml ftHsiffned jvtciiucs Is cnrvfully explained. Tbe anom* 
ftUea Arc so preat thAl tUree of Uic Coininliwloncrs, Lord Balfotir, Sir G. 
llAniiUoh, And Sir G. Murray. In a tery aWc iwparato report, would make 
a dean 8vvoci» of ilir wliolo syMlem. Tbcy would substitute for tbeeystttn 
of AMlRucrl revenues a fixed charge on tlie consolidated fund, and in the 
diRtribiilion they would have regard to the necessity and the ability ol 
tbe various localitiea. 
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PUBLIC CREDIT AKD PUBLIC DEBTS. 

§ 1. Public Credit and Private Credit: EnglUh JSie. 
torical Survey, Both theoi'etically and historically pub- 
lic credit may be I'egarded as a development of private 
credit. For purposes of illustration here, also, the case 
of England may be taken as fairly representative. In the 
mediaval period **tlie king was, both in theory and in 
practice, the financier of the nation,*’ ‘ and if lie had to 
provide security for a loan, he did so upon his own per- 
sonal credit: sometimes he pawned his jewels, sometimes 
his Jews, sometimes his castoms, sometimes his friends. 
The mixture of public and private economy is well 
illustrated by the fact that in the time of Edward I. tlie 
outlay on the army and navy was registered iu the rolls 
of the king’s wardrobe. Tlic crown of England and the 
royal jewels were more than once pawned, and it is 
recorded that in 1840 the Ai’chbishop of Canterbury 
was arrested as a surety for tlic king’s debts, and on one 
occasion the king himself was detained at Brussels very 
much like a prisoner.^ The medheval kings also levied 
forced loans from the towjis and the clergy,^ and very 
often these loans were repaid, though Edward III. “did 
not pay his debts.” But even at this early stage the 
nation was expected to pay tlic king’s debts, und the great 
mischiefs that would have arisen from repudiation com- 

' Stubbs, ComtHutioiiftl Vol. II., £20#^. 

^ Ibid.^ j). 

* 1q itie fouricenlh century tiic clerical ** tcntli “ yielded £20,000. a 
fourtb part of the ordinary royal revenue. See also Maepherson, AnuaU 
o/ Commerce, Vol. 1., p- ass. 
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pelled the parliaments to submit (Stubbs), and incident- 
ally led to greater parliamentary control. The essence 
also of all these ti'sinsactions was the anticipation of 
revenue ; which is indeed the essence of all public debts 
incurred on a sound basis. ^ Henry VI L, by avarice and 
extortion, left a ti‘eas«re of nearly two millions sterling, 
but Henry VIII. very easily replaced it with a debt. 
Elizabeth paid off the debt, but for her own purposes 
was obliged to resort to foreign money lendera, and pay 
interest sometimes at 12 per cent. The Stuarts inter' alia 
succeeded in destroyiiig the pei’sonal credit of the mon- 
arch, and the origin of the present national debt is gener- 
ally ascribed to a (loating debt of Cliarles II. (to give a 
gentle name to misappropriation of other people's money), 
whicli eventually obtained iwrliameutary recognition. In 
Xiyj'2 an act was passed to raise a million pounds sterling 
on the security of certain taxes, the loan to be repaid by 
terminable annuities. Tlie funded debt is first mentioned 
in 16D4, when the Bank of England was founded to ad- 
vance its capital to government at 8 per cent. 

Ajiticiputjou of revenues from taxes, and the sale of 
annuities, made more attractive by the introduction of 
the gambling element in the form of lotteries and ton- 
tines,* remained tlie staple methods of public credit 
during tlie eighteenth century. In the early part of the 
century the security was considered bad, and the interest 
was high, but by the middle of the century the 3 per cent 
stock was generally at par, and sometimes above. 

The enormous increase of the <lcbt, owing lii*st to the 
American war and later to the great Frencli war, was 
naturally accompanied by a rise in the rate of interest 
or, what is the same thing, a fall in the price of the issues 

1 Adams, Fina»ct, p. 520. 

* The last holder of a tontine died in 1870, See .lohn B. Martin s 
Grasfhoppfr in Zom6<zi*d Street- On an original investment of ^100 in 
1777, at hts birth, in the last year of his life thU survivor of the fittest 
annuitant received nearly £8000 income. 
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of the stock. From 1793 to 1801 the 3 per cent stock 
was issued on the average at £o7 7s. (id. per ^100 slock, 
iuul from 1803 to the termination of the war the average 
price of issue was XGO 7$. OdA On January 6, 1816, the 
nominal capital of the national debt was ^885,186,123 
and the annual charge was X32, 467,441. It is worth ob’ 
serving that comjwred with the population of the United 
Kingdom the capital amounted to ^44 5s. per head and the 
annual charge to £l 12$. Before the South African War 
tlie^ value per head of the nominal capital was about 
£15 13s.. and the annual charge (including sinking fund) 
about 12s. 5<f. Thus, even if the wealth had only 
increased in proportion, tlie pi-esent burden per Jiead 
would be only about one-third, but the wealth of the 
nation has increased probably threefold at least per head.* 
A reference to the wliolc course of history down to the 
recent South African War shows that the great cause of 
the growth of the national debt lias been war, though but 
for tlie recent great increase of public expenditure in 
other directions tlie rate of repayment would liave been 
much more rapid. Prussia is almost the only country 
in which a considerable part of the national debt has boon 
incurred for reproductive purposes, a net gain of over five 
and a half millions sterling per annum being realised from 
ihe State railways.* In most countries,^ as in Britain, debt 
and war run together, .and in recent years, owing to the 
development both of war and credit, the concurrence is 
more marked tlian formerly. 

§ 2. The Development of Public Credit ; Theoretical 
Survey. Although public credit is essentially the same 


* Fop fupihor details Jiiid a criticism of (he** sinking fund” iiiotliocls, 

SCO Porter’s Proffrenno/ (he yatioh, |>. 466. and Noble’s Finance, 

p. 5. 

* Sco Ojffcn’s O'rowth o/ Capital, p. 110. In 1822 property per head 
was X 120, ill 1866 £270, and there has been a groat rise since. 

^ Bostable, 20C. 

* C/. Cohn, §1 47<MOl for olhcr count rivs- 
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as private credit, it differs in two characteristics, which 
are sometimes of great importance.^ Fir$U the State, 
relatively to individuals, has supreme power, and thus 
may make forced loans — the State may command where 
the private person must beg. This superior power of the 
State, however, puts public credit in its early stages at a 
relative disadvantage. The element of force is a hin- 
drance, and the hindrance is only overcome by the exac- 
tion of pledges. These pledges (even the crown and 
jewels of the monarch) arc at first actually put in the 
liands of the creditor, ami the next step in. development 
is when si right to claim is substituted for actual posses- 
sion. Little by little this right to particular pledges 
gives way to this assignment of particular sources ^ of 
revenue for the payment of interest and the redemption 
of the principal; and, for greater security, the taxes or 
revenues may be farmed out to the creditor. 

Gradually, liowever, the obligation of the State is 
accepted, and, finally, there is no mention of any par- 
ticular source of revenue. The State borrows, so to 
speak, ou its personal security. 

It is recognised ultimately that the consequences of 
repudiation are so serious to the nation at large that 
any possible taxation is submitted to rather tlian run 
this risk; and thus the credit of the State rests on the 
whole resources of the nation, although there is no deh- 
nite assignment of any particular portion. Thu^ the 
sovereign power, which at first is a source of weakness 
in contracting loans, is in the end a source of strength. 

The ucond characteristic of the public credit is its rela- 
tive permanence : individuals pass away, but the State is 
supposed to endure forever ; it is the greatest of all cor- 
porations. This relative permanence, again, is at first a 
Hource of weakness. Public debts, to begin with, are 
incurred on special emergencies for short periods. It is 
difficult to borrow for distant objects and for lengthened 

I Coba. §§ 
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porioils, uiul yet the peniianeiicc of the Staite renders bor- 
rowing inuler tliese coiuUtions desirable. In the end, how- 
ever, this perinanenee also becomes ;v source of strength: 
the State is enableU to borrow not simply at emergency 
rates, but witli regard to the future course of the rate of 
interest. The terms of a debt contract* are three in nuni* 
her; tlic amount of the debt, the time of repayment, and 
the interest. Tuder early conditions the time was short, 
the interest was high, and the amount to be repaid was the 
amo u n t b 0 r ro wed . Under mode r n con d i t i on s tl i e S ta te m ay 
lix its own time for i*epaymcnt, it may offer its loans at a 
<liscount or at a premium, and the price it pays will depend 
simply on the nxie of interest as determined by the present 
and anticipatetl conditions of the money market. Tlius, 
supposing the credit of tlie State is perfect (as at present 
in the United Kingdom), the loans can be placed on the 
cheapest possible terms and in the manner thought most 
convenient to the State. In former times public debts 
were often incurred on more onerous terms than private 
mortgages. 

8. Moiiarn Uun of Public Loans, The development 
of tlm power of the State in contracting loans has naturally 
been accompanied by an increase in tlie exercise of the 
power. Under modern conditions loans are incurred for 
tiiree purposes.^ In the first place, temporary loans may 
be xised to cover casual deficits. It is clear that the 
revenue will not always preci.sely correspond to tlie esti- 
mates of expencntui*e nor the cx|)enditure to the estimates, 
and, accordingly, tlie State must citlicr borrow, in case of 
a tempor.ary deficit, or else make the estimates of expen- 
<Uture so high as to fall sliort of the smallest probable 
revenue. TJiis alternative brings to light tlie controversy 
between fiimncing on a surplus and on a deficit.^ The 

* Cy. clams. p. .VjO. 

- AUams, PhIUc I'art I.. Ch. V. 

^ Ba^tabk', p. Wi7, approves of a uiodcrato aurplua ; Adams, PiiOlic 
Ifebts, p. SO, of a moderate deficit. 
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principal consideration is, that surplus financing encour* 
ages extravagance, and moderate deficit financing economy. 
The surpluses of the United States after the Civil War 
offer the most remarkable illustration of the dangers of 
extravagance, and in the United Kingdom the surpluses 
of the last five years liavc no doubt encouraged the growth 
of ordinary expenditure. 

On the other hand, continual deficits lead to a large 
floating debt, wliich is not pro^jerly under parliamentary 
control and must eventually be funded; and it is against 
good cconoaty to incur permanent debt in this casual mam 
ncr. There can be no doubt that the more nearly the 
ordinary revenue and expenditure can be estimated and 
provided for, so much tlie better; and the question as to 
whether the turn of tlie scale should be in favour of a 
deficit or a suiqdus is of iniaor importance. 

the occurrence of a great and unexpected 
emergency, c.spccially through the outbi’cak of war, is 
liistorically niid actually the princijml cause of modern 
increase of debt. In this case, it may be said, borrowing 
is tlie only resource. Tlie national credit lakes the place 
of the king's tivasuro. Taxation to be effective needs 
time, and the limiU of possible or beneficial taxation are 
soon reached compared with the expenses of modern wai*s. 
How much present taxe.s shouhl be increased and to what 
extent new taxes should be levied, or, alternatively, how 
far resort shoiikl be made to debt, depends on a series of 
complex considerations. A just war (and all wars at the 
time profess to be just) is waged in the permanent inter- 
ests of the State, and tI»erefoi*e part at any rate of the 
charge should be thrown on future generations. Hut 
apart from this consideration, taxation beyond a certain 
point injures the productive powers of the State, and thus 
injures future generations more than would the obliga- 
tions of a loan. Indeed, in the last resort, excessive taxa^ 
tion will become unproductive, and the nation will be 
obliged to borrow, and thus will suffer from both evils^ 
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I?egrtnl must i\\so bo jniiil to the probable increase (or 
dec reuse) of revenue in the future. Witli weaUb aiul 
IHipulation rapidly growing, a greater cluirge may fairl)* 
be left to the future. Under present conditions> however, 
througliout tlie world, and especially in the United King- 
ilom, there is no need to emphasise the possibilities of the 
future, which are already heavily mortgaged. Mr. Glad- 
stone desired to carry through the Crimean War without 
loans, — it is true that he failed, — but no one has even 
proposed such heroic self-sac ritice iu the South African 
War. 

The third great cause of public debts is ou account of pub- 
lic works and institutions. These again may be divided 
into two great groups, — productive and unproductive. 
If the' works are strictly productive, the correspondijig 
debts m<ay even yield a net revenue instead of imposing a 
burden, as in tlie famous case of the nationalisation of 
the Prussian railways. In general, however, as already 
explained, the real net yield of revenue is exaggerated, 
and in any case it Is of subordinate importance compared 
with the relative benefits of public administration or indi* 
vidnal enterprise. At present local governments of all 
kinds are much attracted by the glamour of productive 
expenditure, and municipal socialism is the practical form 
in which State socialism is most favoured. 

As regards so-called unproductive expenditure, it must 
be remembered that the terms “ pmductive " and '‘unpro- 
ductive *’ carry no ethical judgment. Productive expendi- 
ture in the narrowest sense of yielding money profit may 
be ethically indefensible, e.f/.y Slate lotteries, and sale.s of 
oificcs and honours which at one time were universal; 
whilst unproductive ox|>cnditurc involving an immediate 
monetary loss ma)' represent the highe.st functions <»f the 
State, poor relief and edueation. liven after making 
full allowance for the indirect economic e fleets of various 
forms of public expenditui*e (especially on education), 
there is left over in every modern Slate a large amount of 



410 


ECONOMIC FUNCTIONS OF GOVERNMENT. 


expenditure which is unproductive. But all that is con- 
veyed by the use of the term “unproductive ” is that the 
result does not admit of pecuniary measurement. And 
It may be observed that according to the older presump- 
tion ajiy industrial undertaking that is likely to yield a 
profit may be left to private or joint-stock enterprise^ 
whilst the principal cases for State interference are pre- 
cisely those in which there is not sufficient expenditure 
of profit to encourage private speculation. 

Tlie larger question here involved leads again to the 
controversy between socialism and individualism, and 
cannot be treated inei'ely in passing. For the present 
purpose the point is that all unproductive expenditure 
which does not imlirectly increase the economic faculties 
of a nation must in the end involve increi^ed taxation* 
All debt is an anticipation of revenue ; and if the revenue 
is not obtained from production, it must be obtained from 
luxation. Accordingly, loans proposed for social benefit 
must always submit to two tests : Is State manage- 

ment necessary ? lias voluntary association failed? Sec- 
onfUf/^ Is the object worth the cost in taxation ? And how 
does it stand in the competition with otlier social objects? 

§ 4. Economy of Public Debts. There are several 
questions that arise in connection with public debts which 
are of great practical importance, but in which the diffi- 
culties are partly actuarial and partly dependent on the 
circumstances of the time. 

Tlie fallacy of keeping up a nominal sinking fund to 
be continually inflated by compound interest, wliilst in 
reality greater additions are made to the debt, has often 
been exposed, and certainly needs no commentary at a 
time when the repayment of debt has been curtailed dur- 
ing a period of profound peace and surprising surpluses. 
The classical example of the sinking fund is provided by 
England at the time of the great French war ; not only 
was the capital of the debt vastly increased through simul- 
taneous redemption and borrowing, but it has been calcu- 
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lated also tlxut tlio aoiuial charge imposed by the uso of 
the sinking fund duiing the period 1794-1«16 was over 

i:r)oO,ooo.i 

Compensations for this loss ui-c said to be found in the 
exercise of the patriotic resolve of Parliament to pay off 
debt,^ and in the greater confidenceof the public creditors 
as regards new issues; but they aix; of doubtful value 
whether monetarv or ethical. 

The method of per|>etual annnitie.s lias followed the 
method of the sinking fund. An annuity i$ a definite 
annual payment, and of course the amount cannot l>e 
reduced* most Knglisli railway debentures are in 

effect perpetual annuities. But the real burden (r.e., the 
interest charge) of a nominal capital sum may be reduced 
by conversion, if the rate of intei*est falls owing to the 
conditions of the money market, or if there is a rise hi 
the credit of the particular State. 

Between perpetual and terminable annuities, however, 
there are endless gradations, and annuities terminable in 
relatively short periods are still favoured. The time fixed 
for repayment of the princii>al and the period during 
whicli the guarantee against conversion should be main- 
tained arc matters of great importance, but no general 
solution is possible. A com|>aratively long period will 
enable the government to borrow at cheaper rates, but 
beyond a certain point tbere is practically little difference. 
The determination of the host pcrio<l will depend upon a 
forecast of tlie probable movements in the rate of interest 
and of the further reepurements of the government. This 
latter consideration, liowevcr, under modern conditions, is 
itself only one of the elements affecting the rate of interest. 

The rate of interest ulTered, it is now generally ad mi tied, 
should be such as to secure the placing of tlie loan as 
nearly ns possible to |»ar. Of the importance of this rule, 
the English finance of the great Napoleonic warn provides 

a Ixnxl Rosebery’s Piir, p. W. 
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a striking illustration and a warning.* During this 
period, debt was created to the amount of £275,000,000 
beyond the amount i*eceived. Discount financing,*’ says 
IS I. Leroy-Beaulieti, “ is the principal cause for the dura- 
tion of j)ublic debts in Europe.” 

It is no doubt true that the issue of a loan at a discount 
at a low rate of interest may be cheaper for the time being 
than an issue at par at a Iiigher rate, because the discount 
is attractive to borrowers. Hut the ultimate burden on 
tlio State is greater and the immediate saving is small. 
The only valid reason for this method of borrowing seems 
to be tliat advanced by Lord Rosebery in the case of Pitt, 
viz., that *‘ho liad no clioice . . . tliat lie had to borrow 
not in accordance with liis own views, but with those of 
the lenders.’'^ 

Tlie conversion^ of a debt must always be a matter 
of v(»]iuitury agreement with the creditors, otlierwise it 
amounts to a partial repudiation.’* The |X)5sibiUty of con' 
version depends partly on the conditions of the money 
market; but partly on the judicious handling of the great 
monied interests affected, Mr. Goscheii succeeded wiiere 
Mr. Childers failed. 

§ 5. The Repayment of PuUic DehU. The expediency 
of repaying public debt depends on u conflict of argu- 
ments, of which the following are the principal. It is 
argued that the payment of the interest, so long as the 
debt is held within the country, is only a transfer of 
wealth from one set of iieople — the taxpayers — to an- 

< Cf. BastaUle, p. fi4l ; AUatns. PHhlie DehUy p. 175 ; Noble. ^faiioy*oX 
FitmnePy p, 5. 

^ Lift of PUty p. 210. See al$o Ken^inarch. ^ta(iiilic<il Joiti'nati 
XVIII.. p. 104 Mj. 

*Se<! CoHerrvioH and PntAmptfon (I8S0). by Sir Edward HamiUon ; 
Adams, PhOUc DtUs, Part III. Cl i. V.. pp. 217-2.38. 

* Creditors are usually offered tlie repayment of the principal or the 
acceptance of a lower rate of Intereat. ThU offer of course does not 
involve repudiation in any sense, ihougb it may conflict witli public 
expectations. 
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other set — llio finuhholilcrs: or, us is sometimes suid, it 
is the left hand |*uyiiio^ tlie uml involves no real 

burden. This urjjuiiient may be streiigtlieiiod by the con- 
tention that the fiuul-holdei's, if they received payment 
of the prineipuK would invest the proceeds in similar secu- 
rities, and would, in reality, be as great a burden on the 
nation as a wliole. The ivpiy Ms that all taxation in- 
volves loss of pnuhictive po Wei's both directly and in- 
directly, and the interest on the debt involves taxation ; 
it cannot be considered a part of tlie earnings of capital. 
At tlie same time, this reply must not be ijushed very far, 
and within tlie limits of a moderate charge the burden of 
the interest on the national debt cannot be held to cramp 
productive power. 

It is said that the natural progress of wealth will ren- 
der repayment more easy in tlie futni'e. If we were to 
take tlie rate of progress of the nineteenth century as 
normal, then there would be much force In tins argument ; 
hut a check to the rate of progress is possible, and an 
increase of expenditure, and consequently of taxation, is 
probable. 

Closely allied to this argument is the assertion that the 
tendency of the rate of interest is to fall, w'hicli is, how- 
ever, doubtful, over periods of political importance.^ 

It is said that future generations ouglit to bear their 
slmrc of national obligations ; but the roply i.s that tlio 
present ouglit also to i>ay for its own hlcas, and the new 
burdens of the future will probably be sulliciont. 

In favour of re|Kiying debt in time of peace and pros- 
perity, it may be urged that in ease of w.ar or other na- 
tional emergency, the nation can Iwrnnv more easil}'. 
Cr(?dit is treasure. 'I'hls is no doubt true relatively, but 
at the same time the rate of borrowing will dejietul upon 
the general conditions of the 11101103* niarkets of the world. 
The argument founded on the approbation of gold and 

* Cf, AclniJis, \y{>. 

«Socabov«'. Bk. IV.. Ch. VI. 
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the increasing buitlen of debts is not uear so popular as 
it was M'hcn tlie supply of gold was decreasing and trade 
was suft'ering from profound depression. 

Since debt is, in the last resort, un anticipation of taxes, 
the essence of the liioblem always is to compare the bur- 
liens of prc.sent and future taxes. People, it is urged, be- 
come used to a system of taxation, and instead of remitting 
taxes winch it may Ije dilhcult to roimpose, the surplus 
should be ile voted to the extinction of debt. The strength 
(»f this argument, however, depends entirely on the nature 
of the tax sy.stem ami tlic real burdens imposed on the 
tax 2 )ayer and on the i)ro<luctivc j^owers of the State. 
'Dkore is also the danger that the surpluses will be used 
for extravagant exiKmditiire instead of for the reduction 
of debt. 

I'lius it appears that the question, liow far a nation 
should strive to reduce its debt, an<l at what rate, admits 
of no general answer ; it is like the question us to the 
amount of reserve winch should he kept by a bank. So 
long, however, as taxation is considei'ed by the mass of the 
tax 2 )ayGrH as a burden, and not as a {mvllege, the accumu- 
lation of debt must also hu considered as involving a bur- 
den, and tlic benefits of the expenditure must be carefully 
weiglied. At i»resent, however, countries and localities 
are stepping fr>rward into the morass of debt witli a light 
liuart, regarilless of future cost and of future demands. 
When Mr. Gladstone ijitroduecd his budget of 1862-1863, 
his estimated expenditure of X70,000,000 is annotated 
with the familiar (lallic expletive [gensation.y' The 
budget statement of 1901-1902, with an estimated ordinary 
expenditure of nearly double the amount^ was received 
with the apathy of the intimation of a collection in church. 
The Chancellor of the Exchequer, indeed, repeated his 

' To the eetimace of orilinAry expenditure, £127,372,000, most be added 
the suspension of repayment of debt, £2,000,000, and graaia to local au- 
thorities, €0,739,000, or ia all, £139,000,000. See Sconomf$ty May 11, 
1001 . 
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warnings of five years before, the only i-csult of which, how- 
ever, as he observetl, hud been an inci'ease of £34,000,000, 
or 34.8 per cent in the ordinary' expenditure. 

§ 0, Dangers of £j vc9)siv€ Public DchU, We are accus- 
tomed to scoff at the alarm of the eighteenth century 
financiei-s over public debts, which appear to us ridicu- 
lously small. Tlie prophecy that the nation must destroy 
the public debt or the public debt will destroy the nation, 
like all the other iHJssimistic prophecies of the old econo- 
]iiusts, has hitherto been falsified. Ihit if it is just criti- 
cism to say tbat Adam Smith \v,as needlessly alarmed at 
H debt of £130,000,000 and argued from a too limited 
experience of the possibilities of progross, it is equally 
just criticism of the present optimism to say that the 
nineteenth century is as limited as the eighteenth, and is 
not necessarily typical. It is always possible that the 
continued increase of public indebtedness may ultimately 
lead to a revolt of future generations ; they may object 
to pay taxes to which they have never consented, except 
by a political fiction, and repudiation may appear the 
lesser of two evils : excessive taxation is a very hot- bed 
for revolutionary ideas. 



CHAPTER XIX. 


COLON tES AND DEPENDENCIES. 

§ 1. Early History of British Colonies and EspendencieSr 
If hi any depaitment of economic inquiry British history 
may be fairly taken as representative, it is surely in 
the matter of colonies and dependencies. As in the case 
of otlier European nations, most of tlie British colonies 
were founded, and most of the dependencies acquired, 
under the influence of political ideas and ideals that 
would no longer be tolerated. Take first the case of 
colonies. It might naturally be supposed that the press- 
ure of population and of capital at home gave a stimulus 
to colonisation, as in the case of the old Greek cities. It 
was, however, not the overflow of well-being, but of 
disorder and injustice in Europe which peopled and 
cultivated America. ‘ Religious persecution and political 
intolerance drove out Puritans, Quakers, Catholics, and 
Jews to make new settlements. Later on, the transporta- 
tion of criminals relieved the prisons of the home country 
and provided the colonial plantations with labour; and 
if this source of supply was insuflicient, it was perhaps 
only owing to the preference of our lawgivers for capi- 
tal punishment. From the Restoration to the death of 
George III. no less than 187 new capital offences were 
added to the criminal code. One of the greatest of our 
constitutional writers has said of this period : The lives 
of men were sacrificed with a reckless barbarity worthier 

» See WeaUh of yations^ Bk. IV., Ch. VII. 
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of an Eastern despot or Afrittiii cliief tlmn of a Christian 
state. Life was held cliea]) comiwred with property."* 
The colonial labour market was furtlier replenished by 
Jvidnnppin" and so-called apprenticeship and by the 
importation and rearing of slaves. 

Such being the constituent elements of the masses of 
tlie governed, wc may now glance at the diameters of 
tlieir rulers. “As to the civil ofliccrs appointed for 
America, most of the places in the gift of tlie crown have 
been filled with broken members of Parliament, of bad if 
any principles, v<xUt$ de chambre^ electioneering scoundrels, 
and even livery servants. In one word, America has been 
made for many years the hospital of England.” * 

As the colonies grew in wealth, the mother country paid 
them more attention. The most obvious device to obtain 
a large share of that wealth for itself was to prevent 
it going to other countries, and an elaborate system was 
devised for the monopoly of tlie colonial trade. ' “ The 
maintenance of tlie monopoly,” said Adam Smitli just 
before the revolt of the American colonics, “lias hitherto 
been tlie principal, or more properly perJmps tlie sole end 
and purpose of the dominion which Great Britain assumes 
over lier colonies.” 

At the very time when Adam Smitli was writing it 
occurred to some of the most foolish and ignorant of our 
rulers that it would be an excellent thing to impose taxes 
on the colonies for imperial purjiose.s ; and by tlie famous 
duties on tea they succeeded in raising about .£300 and 
in losing the American colonics. 

It mi gilt naturally be supposed that tliis sharp lesson 
would liavc cstuldisiied, im mediately and forever, tlie 
principle of non*interferoncc in colonial affairs. But the 
contrary was tlie case. TJic colonies, however po 2 )iihir 
their institutions, were really governed b}' British minis- 

* Erskinc May, CoustUuduurtl HiMory, Vol. HI., p. 37S. 

* Letters of Cener.al IlUAko ia 17&S, ciUhI by Krakiue May, Vol. I1I.| 
p. 302 note. 

VOL. 111. — 2b 
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ters from Downing Street. In crown colonies this power 
was exercised directly; m the free colonies it was exer- 
cised indirectly, through the governors and their councils* 
Self-government was there in theory, but in practice the 
governors ruled according to ordei*s from England, and 
were, in general, able by devious means to command the 
consent of the local legislators.* Very often the interfer- 
ence was more direct. Acts affecting only the internal 
affairs of tlie colonies were disallowed by ministers at 
home. The public lands were considered the property 
of the crown, and often obnoxious grants were made. 
Even religious institutions and endowments were regu- 
lated from home. One of the greatest abuses was patron- 
age. Infants in the cradle were endowed with colonial 
appointments, to be executed through life by convenient 
deputies. Extravagant fees and salaries were granted by 
England, raised by the colonies, and .spent in England. 
Politicians who consented to exile themselves to the colo- 
nics wore, in general, tliose who were wholly unfit for 
employmont at home. 

It is not surprising that the first years of the reign of 
Victoria were marked by a rebellion in Canada. The 
wonder is tlmt Uri tain .contrived to retain her dominion. 

The retention of dominion, indeed, was effected through 
the abandonment of the po Wei's of irritation and abuse. 
To Canada, over fifty years ago, and to other free colo- 
nies, as they obtained sufficient importance, the principle 
of responsible government was conceded. It is beyond 
the sphere of economics to describe the nature and effects 
of these political concessions or recognitions. Suffice it 
to say, that the general result is that a colonial constitu- 
tion has become “the image and reflection of parliamen- 
tary government in England.’* And just as the crown 
in Britain has gained in popularity what it lias lost in 
nominal power, through the transference of the supreme 
authority to the representatives of the people, bo also the 
» c/. Erskine May. Vol III., p. ICO. 
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mother country, by ucceptiijg to the full the principles of 
Inciil sclf‘govermneiU, luis .streiigtheued and, in mujiy cases, 
has creatcil the far more real bonds of affection. 

Witli regard to the dependencies, of which India may 
be taken as the innst marvellous example which tlie world 
lias ever seen, fur a long period they also were given over 
to patronage and phnuler and to all tlie methods of ex- 
ploitation invented by unfettered companies. ‘ But with 
tlie transfer of the powers and territories of tlie old East 
India Cuuipany to the crown came tlie recognition that 
the primuiy duty of the British government was to 
promote the large liuman interests of the millions of 
India, and nut the narrow, pocuniary interests of a few 
British adventurers — great spirits though many of them 
were. 


1 hus it would appear that the extraordinary growth 
of affection on the part of the “ possessions ” toward the 
“possessor” during the reign of Victoria is to he ascribed 
mainly nob to the conscious efforts of statesmen to carry 
out their ideas of “tightening tlie ties” of connection, 
but to the fortunate failum of such attempts; they ate 
to be ascribed, not to the strengthening, but to the relax- 
ing of the i)Owei*s of the central, or imperial, govern- 
ment. 


This relaxation is seen cspociuUy in the abandonment 
of the remuin.s of the old system of commercial monojioly.* 
The recent denunciation of the commercial treaties with 
Hclgium and fiermany, ami the grant to the colonies of 
essentially coordinate [jower in making such treaties, may 
be taken as the linal step in the transition from monopoly 
to freedom. The motlier country claims to be included 
on the “most favoured nation” fooling: the colonies 
cannot discriminate against a foreign State to which the 
mother country has by treaty granted the “ most favoured 


> See above, lik. II., Ch- XXIV. $ 0. 

® Sec tlie historical survey in Professor J. Oavitlsoo's Commercial 
FederaifOH and Colonial 7>aJe Poliep, CU. II. 
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nation" clause; no colony, by direct or indirect negotia- 
tion, is to obtain an advantage at the expense of any other 
part of the empire, and should it obtain any concession 
by way of preference from a foreign country the imperial 
government would endeavour to obtain similar privileges 
for the rest of tlie empire. These restrictions seem to 
constitute a niininuim of empire, and weak as they are 
they are only retained by consent. 

§ 2. The Profit and Lo$$ to the Mother Country of Colo» 
niei and Dependeneieu. If now, in the light of this broad 
historical survey, we inquire what is the balance of profit 
and loss to Great Britain of this immense empire of colo** 
nies and dopendencics, the answer at first sight does not 
appear to he very satisfactory, and the popular opinion 
that '‘something ought to be done" toward closer union 
seems plausible. 

One after another the possible advantages of empire 
seem to have been abandoned or to have fallen short of 
realisation. Consider the question of revejiue and ex- 
penditure. The great source of expense is found in the 
navy and army. The larger part of the expense Is in- 
curred, not for the defence of Great Britain and Ireland, 
but for tlie empire; ajul though India and the colonies 
may be called on to meet part of the expenditure for local 
defence, they contribute practically nothing to the expenses 
of tlie imperial government. Again, take the interest on 
the national debt. Tills debt i-s almost entirely due to 
wars for the maintenance and extension of empire, and 
not simply for the defence of the home country; but the 
United Kingdom alone pays the interest and bears the 
burden. 

It is true that the recent war has revealed a surprising 
depth of filial affection on the part of the colonies and of 
India, and the former have contributed men and the latter 
horses and material ; but per contra the war itself with Us 
enormous expense is a war, in the first place, in the inter- 
ests of certain colonics, and not in the interests of the 
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niotiier country, tl.at is to s.'iy, if i„tei-est is to be meas- 
ureil by liociiniury gain.* 

§ S. TntiJc ami th*’ Ffmj. }t may perhaps be thought 
that tliongh we lose directly by the exjien.se of our fleets 
a ml armies, we gain far more indirectly through the ex- 
tension of our trade. In dealing with this argument two 
distinct questions must be carefully separated. In tlie 
first place, it is undoubtedly true that tins country de- 
pends for the necessaries of existence — for food and raw 
materials of niaiuifncture — upon supplies drawn from 
abroad ; and it follow.s, as was admitted by Cobden, that 
we ought to keep the supremacy of the sea. But in the 
second place it is by no means so true that tins extension 
of foreign trade has been due mainly to the extension of 
einpirc, ami that tills extension of empire has increased 
llie security of our foreign trinle. A few significant facts 
will show that if, to some extent, trade billows tlie flag, 
to u inucli greater extent trade pays no regard to flags. 
<lur aggregate trade with foreign countries (including 
exports of British produce and imports) Is nearly tlireo 
times as gieat as uith our colonics and dependencies; 
our imports from the Unile<l States are greater than the 
whole of the imports from all the British <lomirnons.* 

* Tin* arjfuiiicjit of tlic* wxt Ih Kuj)|>ort<rJ most cinphaijoally by 

>tr. OUuhibiTlaiii. as C'olohinl Sccreiary, ai ilic roiifiTcacc of colonial 
in‘C*inicTs in in IHOT. Sec uf |>. 7 fC— 

SatKl) : — ..IV 

will fimJ that every war, great or mo.iIJ, •lurjjij' tlic rcisn of 
Victoria, in wliicli wv liavi* bveii vinragccl, ha's Jiuil at boUam a colonial 
interest, llie iolcrcfil, iliai is lo ?«ay, cilUcr of a t'olony or of a #;rval ile- 
IMMidciicy liko linlia. TUat is alwoIiiiHy irui*. anr] is likely lovcmuiii irm* 
to iliu end of ilic clmpicr. If we b.vl rio cmpjn% tbciv is no dtmbi that 
onr nulitary and naval rcsimns-H would not rerjMirc to Im* m:iinlalii<<l at 
anythlM;,' like On.* jin'S4iit lovvi.** 

•In IHUS — .a I ion mil yi*ar — Mn* iradi* (InijMnis ami cxfioits 

of Drill si I produce; wUli ./bniy#* conn tries was .t'.j2O.S77.10T : wiib llHl- 
isli possos.slojiR, eiH:,MiiJfl.710. In ISos the irii|Hirls from ihc t'liitcd 
Slates were £l2«.n<l2, l.V). and from all ItrilUli |>.>ss^*s^ions, .e0fh«f:i/JdK)5, 

I he total Imports wrre i.MH.'i.tkhj.-'jH:*, that is to ssiy, the imporu from 
Drill si I possessions were about onvhfth of the whole. 
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An<l although recently the colonies have showed signs 
of giving preferential treatment to the mother country, it 
IS quite clear that free trade within the empire with dis- 
criminating duties against foreigners is utterly impossi- 
ble ; the colonial tariffs form one objection that for the 
time being is practically insuperable, and the relative 
proportion of colonial to foreign trade is a still more 
formidable difficulty. 

Nor can it be said that our trade is more secure owing 
to this vast and unwieldy extension of empire. Probably, 
indeed, the reverse is the case ; the United Kingdom, as 
such, would be stronger with a concentration of empire 
in places specially adapted for the maintenance of a sea- 
power. 

The other commercial advantages which are supposed 
to follow from the possession of colonies also become 
much attenuated when tested by facts. The surplus 
capital and the surplus labour of this country flow at 
least as readily to the United States as to any of our 
colonies. Prom 1858 to 1898 the total emigration of 


persons of British or Irish origin was 8,549,569, of whom 
5,690,712 wont to tlie United States. The makers of 
modern empires have lost the Roman art of deportation : 
the Romans would have subdued the Transvaal with the 
mountain tribes of India, and civilised India by turning 
the stream of Irish emigrants from America. But though 
we have imitated the Romans unconsciously perhaps, but 
effectively, in the art of amalgamation, — by sparing the 
weak and warring down the i>roud, by encouraging also 
tribal wars, and, generally, by making the Briton a 
modern Roman citisen, any accidents to whom must be 
compensated in territory, — we have, perforce, abandoned 
this simple method of deportation. The colonies long 
since refused to take our criminals, and they are now 
drawing the line at our paupers and Asiatics. In brief, 
our foreign trade and the migration of labour and capital 
are determined mainly by economic, and not by political 
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consiileratious. I-abonr follows wages; capital follows 
2 irotUs; mid ncitlier follows the flag. It is of course 
possible that if a foreign power acquired India, it would, 
by prohibitive duties, exclude British goods; but esti- 
mated merely l»y profit mid Joss, Iu<Ua does not pay tlie 
Ib itisli taxjiaycr either directly or indirectly. 

§ 4 . Imp eria I Fi' t If rut lo h, T I ic o u \y '' t1 1 oi'ou gh ’ ’ sell eni e 
for imperial federation ever propounded is tluit given by 
Adam Smith in the concluding clui 2 )ter of the Wealth of 
Nations. It is, moreover, far too thorougli for acceptance 
by the feebler folk of toaluy. His scJieme was based on 
imperial taxation tliroughout the empire, and representa- 
tion in proportion to taxation. lie contemplated tlie pos- 
sibility of the transfer of the seat of political power across 
the Atlantic in little more than a century ; and but for the 
i>olitical accidents wliich occuri'cd as he wrote, tlie present 
United States would have been the strongest part of the 
Britisli Einpii’c, both in wealth and j>oi>ulation, that ia, 
so far as the Knglisli speaking races are concerned. If, 
however, tlie education and political onuincipation of the 
black man” haci advanced in India as in America, and 
the fraiicldsc were not tempered by property qualifications, 
India would be sending a majority of representatives to 
tlie Inqierial i^tr]i;lnlent ; and the logical outcome of 
Adam Sinith's scliemc would bo that the representatives 
of tlie United Kingdom would form loss Ilian 10 per cent 
of the whole. 

If federalism of tliis ** thorougli ” kind sloes not seem very 
attractive fs> our insular prejudices, in spite of theeuplioiiy 
of the cry one man one vote,” the fctlcraliou of tlie cob- 
web order that is now becoming popular seems quite as 
dangerous, in spite of its innocent appearance. The <lan> 
ger Lurks in the sentiment that wa.s embalmed in the speech 
of the colonial secretary to the pi'cmiers of the colonies. 

It may bo that the time has come, ami if not I believe 
it will come, when the esdonics wilt slesire to substitute 
for the slight rehitionshii) which at present exists a true 
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partnership, and in that case they will want their share 
in tl)e management of the empire, which we like to think 
is as much theirs as it is oui*s. I5ut, of course, with the 
privilege of management and control there will come the 
obligation and the responsibility. There will come some 
form of contribution toward the expense for objects which 
we shall have in common. That, I say, is self-evident, but 
it Is to be borne in mind even in these early stages of the 
consideration of the subject.” * 

TIjc essence of this proposal is, that in return for a share 
in the management of the empire the colonies are to con* 
tribute a share in the cx|>ense. Fortunately, the collec- 
tive wisdom of the colonial premiers placed on record that 
the colonies arc not yet prepared to pay for this doubtful 
privilege. The colonics arc content with present ar range - 
nicjits — they wish to “ manage ” their own affairs, and not 
the affairs of the empire. Nor can it be said that there is 
any appreciable feeling in this country in favour of trans* 
ferring part of the burden of our taxes to the colonies, 
though probably the admission of a few colonial repre- 
sentatives to Parliament (without taxation^ would be not 
unpopular. The idea (liat the colonies should help to 
manage ’'the empire, and should “ pay” for the privilege, 
may possibly appear to be good economy, but it seems bad 
in policy and false to history. The celebratioJis toward 
the conclusion of the reign of Victoria (1897) revealed a 
depth of loyalty to the crown which was never excelled 
in the age of chivalry ; the mutual good feeling of the 
representatives of the various nationalities of the empire 
seemed to rest more on family affection than on any recog- 
nition of material interests, and instead of jealousy and 
envy, sympathy and confidence reigned supreme. The 
dissatisfaction that is sometimes expressed with the 
present state of the management of the empire and 
the aspirations for closer union do not appear to rest 
upon any solid basis of discontent or any real grievance 
■ Report of tbe Conference, p. 0. 
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or even on any iilea of economic advantage, hut si^mly 
on u doctrinaire, or i>)»ilosoj»lucal notion, that tlie unioji of 
tlio imrts ought lo be more formal anil the constitution 
more logical, i hose who are dlsstitisliecl wish to .see a 
greater <lisi»lay of imi>eHal power ami visible contribu- 
tions of revenues and shijw: the power of tlie unseen 
chides tlicir grasp. li«t it may be objected: in tlie first 
place the whole constitution of the Mritish Kinpii*c is full 
of anomalies — simply because the constitution was not 
luutle, but grew; bec«ause it is the outcome not of one or 
two plulosophicnl ideas, but of a multitude of Instorical 
influences. And the test of tJie vitality of any growing 
institution is to he found, not in its accordance with the 
tlieories of political philosophers or philosopliical j)oliti- 
cian.s, but in its actual working capacity under changing 
conditions. Tried by this lest the constitution of the 
Hiitish bimpire is stronger than ever. The colonies, ft 
may be granted, are in an anomalous position; so is tlie 
cabinet ; so, also, is the ci‘own. 

And this leads lo Uie second and greater objection to 
proposals for federation, in the sha|>e of tightening the 
tics ** of union. The method of estimating tlie advantages 
and privileges of empire in terms of money is altogether 
inapplicable and fallacious. Jf Britain liad parted witli 
all tlie territory tliat did not “pay,” she would not liavc 
retained In lier cmjare a single colony or dependency, and 
even Ireland would liave been cast n<lrift; and if the 
British colonies had forsaken their allegiance because 
they had no .sluirc in the BrilLsIi Parliament c<jnallv, also, 
tlie empire would have disitppeared. 'J'hc empire lias 
grown in strength because liberty and natural sdfcction 
have been allowctl to displace narixiw economic interests. 
Consider the tpiostion of defence. Jvver}* year of jn-ace 
ancl control strenglbcns the affection to the empire of the 
colonies, and makes it more and nioiv impo.ssilde for any 
other power to take our inheritance. We may amuse our- 
selves by sujiposing that a combination of Jjostile fleets 
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gained possession of tl»e ports of Australia and New 
Zealand, but we cannot imagine that any combination of 
powers coxild govern them against the will of the inhabit- 
ants. And in case the independence of the mother coun- 
try were threatened, tlio resources of the whole empire 
would form a last reserve, all the stronger because it 
rested not on formal treaties or fixed contributions or 
shares in control, but U|Hm gratitude and affection. Con- 
sider even I lie question of commerce. It is easy to say 
that free trade within tlie empire is desirable, and it is to 
be hoped that in the course of time this ideal will be real- 
ised. Hut this country would not gain if this ideal must 
he purchased hy sacrificing a trade of threefold magnitude 
with foreign countries, by creating all kinds of local jeal- 
ousies throughout the empire, and by interfering with 
systems of taxation which the people wlio bear the taxes 
regard as beneficial, or, at any rate, satisfactory. 

Thus, on the whole, whether we look back on the slow 
iiiurcli of historical realities or forward to the flying 
shadows of coming events, we find that the strength of 
the empire lies in the freedom of the constituent nation- 
alities, — freedom, that is to say, in proportion to their 
political capacities, — and the advantage to the mother 
country lies in their affection. Instead of seeking to 
“ tighten ties,” the ideal should he to enlarge the sym- 
pathies ; and instead of tryijjg to barter governineat for 
revenues, the people of this country should endeavour 
more and more to govern by consent ; and instead of 
creating new councils and formal dignities in the style 
of empires in the last stages of decay, they should be con- 
tent with the sincere homage of imitation by the colonial 
assemblies.* 

» Tlie article on Colonifs in PalyrafeU Dictionary gives a useful biblt- 
ography and Tis\xm6. See also Lewis’s Oovernmfnl of DeptndetKciei 
(Ed. Lucas), Intro., pp. xliv-Ixii. and Chs. VI.-IX. 





CHAPTER XX. 


THE U ELATION' OF POLITICAL ECOKOMY TO MORALITY 

.\NU CHRISTIAN IT V. 

§ 1. Vrei^o in Unum X^enm^ Tlie purely negative atti- 
tu<lc liitlierto iulopted in tlic present work toward cognate 
moral and religious enquiries has been criticised and is 
liable to be misinulei*stood ; limitation is mistaken for de- 
nial and toleration for indifference. Accordingly in this 
concluding chapter I propose to justify the procedure and 
at the same time to get rid of the misunderstamling by 
resorting to a simple dogmatic method. I shall indicate, 
witliout ftrgujnent, the connections bctweeji economic and 
moral and religious problems as they are presented to my 
own mind after tins prolonged concentration on economic 
principles and methods. \Vitli every thought and every 
plirase I rtiid myself in touch with deep feelings and keen 
intellectual controversies ; and although certain great 
central ideas seem to stand out all the more clearly, I am 
forced to admit that with other minds it may be different. 
Thus the previous limitation of the Held ami the seicntilic 
method adopted seem juslilie<l. 

At llic same time, also, the present dogmatic statement 
of these great central ideas ought to get ri<l of the mis- 
understanding, so far at least as the present writer is con- 
cerned, tliat the study of political econom}' loads to 
intellectual agnosticism and to monil pessimism. On tlie 
contrary the economist also is forced to begin Ids creed 
with the expression of belief in the unity of trutli and 
in tlie reality of moral law : Cretio in nnnm Drum. 

§ 2. TJte Limitations of Etfonomic Methods. From the 
standpoint hitherto taken up in this work uconomic iilcas 
differ from ethical and religious ideas in two respects. 

427 
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Fir$t: The main business of the economist is to de- 
scribe, classify, and analyse a certain order of social facts, 
und political economy is treated as u positive science. 
And although the liistorical and actual moralities and 
religions of the world may also be treated from the posi- 
tive standpoint, such a treatment can only be regarded as 
prelhninary by the moral philosopher and the theologian. 
Tl»e essence of ethics is to lay down the basis of right 
conduct, and so far ixs conduct is concerned the essence of 
religion is to furnish a spiritual basis for morality. The 
ethical cannot be derived from the observation of 

what is, or what has l>ccn. All great advances in morality 
l)avc begun with conflicts with common opinion and prac- 
tice; what ought to bo continually transcends what is; 
crjually ns regards the ino.st advanced civilisations and the 
highest minds of individuals the actual always falls short 
of the ideal. 

Suppose, for example, that it is proved on the best of evi- 


dence that economic progress, as measured by tJiC increase 
of wealth, or more generally of material comfort, has been 
promoted by the growth of freedom of contract and com- 
petition, it does not follow that therefore such freedom 
ought to bo rcgartled as the ideal of the State ; nor, on the 
other hand, if it could be shown (as the socialists contend) 
that under present conditions the industrial fi'eedom of 
individuals retards economic progress, does it follow that 
such freedom is to be condemned. The deeper questions 
remain to be answered ; What is the moral worth of free- 
dr)m? WliHt is the moral worth of material comfort? 
And to these questions political economy regarded as a 
positive science has no answer. This reflection leads to 
a second distinction between economic and ethical and 
religious ideas. 

Secondly.' The nature of man is not satisfied by ma- 
terial wealth and comfort even in their most extended 
interpretation. Besides the economic wants there are the 
moral needs ; and just as thirst is not satisfied with bread 
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nor hunger with water, so also tlio moral needs of man uro 
not to be satisfied b}' the acquisition and consumption of 
wealth. In the primary wants there is no substitution. 
Solitude is the most awful of all punishments ; m«an can- 
not live Jiis life without relations with his fellows; that 
is to say, he cannot live without morality, for life with- 
out some kind of morality is madness or imbecility. 
Morality is a primary want. 

Nor can a man choose liis morality as he chooses the 
fashion of a garment. Conformity to custom or public 
opinion is not enougli. Custom and opinion must submit 
to a higher test. Beyond the moitil needs, as determined 
largely by human sympathies, are the spiritual longings. 
Man by his nature desires not only to Jiave right dealings 
with liis fellows, but he longs also to be in communion 
witli tlie spirit of the universe. Thei’e is no jest for tlie 
spirit of man except in coinmnuion with God ; and the 
soul demands from day to day the refreshment of spiritual 
rest tts eurjicstly as the body demamis Jiatural sleep. And 
tliu.s we are led back to the oldest of all speculative en- 
quiries : How can a man by searching fijid out God? His 
reason lumided is plainly inadequate to the tusk. Let any 
man who for the moment scem.s uplifted by his reasorj to 
a comprehension of the s^hrit of iJje univor.se cojjsider 
witliin Idniself that all this vaunted I'eason i.s lodged in a 
perishable brain, and let him try to think how the knowl- 
edge of the universe ean be Jield by so small a bit of pulp. 
How can the brain of a man be a call oHiee for all tlie 
tclepliojies of tlie imivci-se’/ 

§ 3. Ohrii/tianitf/ and £^conomtc8. But this very help- 
lessjiess and insignilicance of imxu'H reason prepares IIjc 
way for the? me.ssageof Clirist. *•! am the way, tin? Irulli, 
and tlie life; no man cometh unto the Katlier but b^' 
me.” Men onl}' know Christ through his manliood ancl 
as much of God and of eternal life a.s is thereby revealed. 

J he unity of nature Is only rcali.sed b^* the nnioJi <if man 
with God. Faith in Christ is at tlie same time as simple 
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and as inexiiaustible as the belief in the uniformity of 
nature. Faith also implies the unity of all truth. And 
the essence of Christianity as thus conceived remains as 
unshaken as the principle of the uniformity of nature by 
any ehanses in scientific conceptions or by any modifica- 
tions of historical criticism. 

For rational proof Christianity may also use the induc- 
tive methods. It may appeal to the method of agreement : 
Day by day tlie risen Christ is revealed to thousands and 
millions as surely as the risen sun; to the keen intellect 
and to the simple chihl, to the strong and to the weak, to 
the living and to the dying, the message comes: the word 
is nigh thee even iit thy month and in thy heart. This 
simple universality of the Cliristiiin faith is one rational 
test of its truth, the multiplicity and variety of its results 
is another. tJhristianity offers itself to continuous experi- 
ment and constantly furnishes by the lives of all kinds of 
men startling examples of the method of difference. 

Although we cannot ascend by means of economic or even 
of moral conceptions to the groat trntlis of Christianity 
which rest on the pei-sonalily of Christ, we may reverse the 
process and descend by these truths to economic and social 
problems. The Christian religion is a practical religion, 
it is not only a system of theism which gives the key to the 
unity of nature and of knowledge, but it is.a system of lite. 
The appeal to Christ is the ultimate appeal. It is, more- 
over, an appeal tiuit must be made witli the Iiighest striving 
of which the soul is capable. The man of science will 
make no progress by simply appealing to the uniformi y 
of nature, nor the Christian by simply repeating his creea 
and saying his prayers. It is altogether out of liarmony 
with the idea of Christianity to suppose that every pai- 
ticular individual is to receive in return for his daily 
prayers a continuous succession of particular miraces, 
the spiritual life would be choked and the world revert to 
chaos with such an abundance of signs. Of every n 
tian prayer ‘ thy will be done in earth ’ is the foundation. 
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But if tlic iKirticuJuiily of cantinuous signs aud wonders 
is uiircasonubk*, il is altogether reasoiiitble and indeed 
necessary to siipiioso that the teaching of Clirist and coin- 
nuniioa witli C'hrlst should be applied to tlie conduct of 
life, including the ordinary business of life or wlmt is em- 
braced in oeonoinic uiTuirs. I .shall try, then, to indicate 
how tlie great truths of Cliristianily may be applied to 
economic problems. 

it may, however, be objected that tlie history and oven 
the present pitictice of Cliristianily to veal sueli diversities 
of conduct that no central truths or accepted rules are 
discoverable. And, indeed, the history of the cl lurches and 
of Christiniiity is to a gi-eat extent a hnneutable liistory, 
a record of contentions and hatreds, and the book is not 
yet closed. The strongest argument and tlic most popular 
from time im memorial against Christianity is found in the 
taunting question r How can people believe in Christ and 
do tljese things? To one unversed in theology llic jxqily 
is suggested that when man becomes Christian he docs 
not also become Christ and God ; lie TOmuins a feeble, pus- 
.sionate, ignorant man. Jf we accept the gospels iji the 
traditional form, we find that even his chosen disciples 
forsook and denied Christ, when he was befoTO tlieni to see 
witli tlieir eyes and touch with their hands, and the air 
was still filled witli tlic noise of liis miracles. If tlie foun* 


daCion rock of the Catholic Cliurch became as quicksand, 
what may be expected of the popes, prelates, and common 
laymen ? 

But at this jioint there emerges another great Christian 
doctrine : imperfect faitli is continually restored by repent- 
ance. For every sin and every failure there is u remedy, 
and tiius even through sin itself the spiritual life is renewed. 
This doctrine, like every other, is liable to degradation, but 
in its purity it is no more than is implied in Christian 
hope and humility: humility shows tlic liabilily to sin, 
and lio|>e tlie way to restoration. And wliat is true of the 
individual Christian is true also of the Christian CJiurch. 
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§ 4. The Joi/on%He99 of CkriBtianity^ It has sometimes 
beeji held, both in thought and practice, that the Christian 
yhoukl abandon the world and betake himself to a wilder- 
jiess to live a purely spiritual life. Such a reading of 
Clnistianity seems to discover but a small fragment of 
truth. Pruvcr in solitude and steadfast conti*ol of the 
passions may he necessary for the highest exaltation of 
tlic spiritual life, but continued solitude and total repres- 
sion of natural feelings are a species of self-slaughter 
altogether unchristian. The Sou of came eating and 
drinking, and his miracles assuaged physical wants and 
suffeiings. And even if tlm higher criticism of the day 
has abandoned the matter, it has not abandoned the mean- 
ing, of the miracles. The gospel itself was proclaimed as 
good tidings — that U the very meaning of the message. 
It is surely strange that of all the doctrines of Christ the 
one that i.s most forgotten is that his )'olce is easy and his 
burden i.s light. .Foyousness of heart is the veiy fruit and 
bloom of Christian faith. Christ himself made people 
joyous with food and health, and he commanded the rich 
\(> give to the poor, not only sympathy, but material goods. 

1 le went about doing goo<l, and one regular accompaniment 
of this goo<l was tlie relief of bodily wanU. He healed • 
the sick and afterward ordered them to glorify God. The 
satisfaction of physical wants is not only in accordance 
with C^luistian truth, but a great part of Christian conduct 
is concerned with such satisfaction. 

§ o. Chri9tiani/y and (he Family. Again, the teaching 
of C^irist regards the family and the family .affections as 
good. God himself is the Father, and Christ the Son. 
Little children are bles.sed and of such is the kingdom of 
lieaven. The first miracle is to give joy to a marriage fewt ; 
the last words of Christ commend his mother to John. The 
Mother of Christ has glorified motherhood to millions; 
the Madonna is the ideal of purity. And thus the first 
lesson of Christianity is respect to the family, to women, 
and to children ; for richer, for poorer, the home must be 
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kept sacred. Anti lie re, as throughout. Christianity 

'answers to a fuiiilamental want of human nature the 

sacretlaess of tiie hearth. But with huiuaii beings, as they 
are, tiie goodness of family life itself demands a basis of 
material well-being. Thus it becomes the first duty of 
every father to provitle for his M-ife and children the 
elements of decency and comfort. If they ask for bread, 
will he give them a stone ? And, ns the world goes, hi 
order to make this provision it is. necessaiy for men to 
work, and thus labour ranks as a primary Christian duty. 
Here also a natural want is satisfied j sloth U repugnant 
to the health of the body and of the soul; tlie slug on a 
cabbage stalk is no model for the Christian. 

§ d. Ckristianiti/ and Labour. May the Christian per- 
form any kind of work ? May lie make money out of any 
lawful occupation ? The answer would appear to be that 
the Christian ought not to do any woi*k win oh his con- 
science condemns or that Is likely to degrade, himself in 
his spiritual being, or, what is at least as important, the 
higlier selves of other people. But I take it that it by no 
meaus follows that the Christian ought to choose for him- 
self H nice cleanly employment in winch he will meet with 
neither trials nor teraptations. On the < cotiti*ary, the 
example of Christ and the virtues that are in luirmoay 
witli his teaching should rather impel the Christian to 
choose the work iu which he is most needed and for which 
he Is best qualified. Take a test case : May a Cliristian 
become a soldier ? At fii'st sight killing and maiming men 
seems accursed — a thing to be avoided at tlic rl.sk of one's 
own life. But the question arises : Will not war be in- 
finitely worse if left entirely' to unbelievers Has not 
warfare been softened by even the partial acceptance of 
Christian principles ? Christ himself sought after wretch- 
edness and misery, and where is thei*e gi*eater suffering 
than on the battlefield and in the track of war ? It is not 
simply by refusing to enlist as a soldier (hat the Christian 
will best itipress and restrain war, any more than by ref us- 

TOL. III. —2 F 
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ing to become a magistmte he will repress crime. War 
in the ideal is only part of the administration of justice. 

There is, however, a glamour about war, and actual war- 
fare calls for so great virtues, that it seems easy to show 
that a good soldier ought to be a good Christian, and re- 
corded history gives abundant illustrations. But there 
are many occupations in the world which are lightened by 
no glamour and are rather blackened by public contempt 
— they are the refuge of the outcast and the feeble. Sordid, 
grimy, and ugly, they seem to make man far lower than the 
boasts of the field. Can a Christian choose such woi'k? 
Here and there it may be the choice will be deliberately 
made, and a devoted Christian man will carry his little 
lantern where the blackness is deepest. But for the 
average man the question ns put is wrongly put. it 
sIiouUl rather be: Can such as feebleness and misfortune, 
or crimes and sins, Imve degraded to the lowest social 
castes — can such become Christians? And then the 
answer comes back, loud and clear, that it was for such as 
those that Christ came into the world. And even those 
who reduce Christ to a man and his miracles to a myth are 
fain to admit that of all religions Christianity is the 
religion of the lost ; it is the one i^eligion of consolation.^ 
But fortunately for human nature and mankind these 
extreme cases of war and misery do not fairly represent 
the labour of life. The analysis of labour by the econ- 
omists has given a sure foundation to the mediieval belief 
that labour ought to elevate and purify the soul. The 
work of the world under modern conditions calls for the 
highest efforts of mind and body. No man works by him- 
self and for himself ; at every point there is scope for the 
exercise of the Christian spirit ; laws, customs, regulations, 

* One of the most strikiMg iiietances of the prActical power of ChriatiAO- 
ity >s afforded by the record of a medicaJ officer of convicts — a layman, 

Dr. Colin A. Browning, R.N., The Conr<cl Ship and England's Exiles. 
Between 1831 and 1848 he was Surgeon Superintendent of Convict Ships 
between England and Taamania. 


l>OLITICAL liCONOMV AND CliltlSTlANlTY. 435 


uml liianiiors, need to be Christ iauised as Jiiuch as indi- 
vi^Uuiis, Init it is only by uiul through iiuUviduuls that any 
siiintual uilvance can be juadc. The patience of Chris- 
tianity must be reconciled witli faitli and hope and courage : 
'* Agayns tlie horrible sin of Acndie sloth] and the 
l)ranches of llie sKUue lliei-e is a virtue tliat is called Fcrti- 
tudo or Streiigtlie." * 

§ 7. and the Conitumption of Wealth. TJie 

latest analysis of economic consumption may also be used 
to present a great Christian trutli in a new light. The 
law of diminishing utility (or of satiable wants) shows 
that the consimiption of wealth beyond a certain point 
gives diminisliingsiitisfactionand hnally ends in wretched- 
ness. Thus tcmpenince in all things is good economy, 
and only a jwrtion of time and of life sljould be given to 
the satisfaction of material wants. Tlje Emperor Vitel- 
I i us is said to Imve devoui-ed ten thousand pounds* worth 
of our money in a day's meals. Had lie been aClirlstian, 
he would have eaten less and enjoyed his meals more. 
But Christian teaching goes far beyond the prudence of 
hedonism. In the I'ankingof wants the physical needs are 
not tlie first. Nor is such a position 8U[)er]mman or ex- 
travagant. In most honoui'able vocations physical com- 
fort and life itself are often considei'ed of secondary 
importance ; men give their lives to ideas; of tlie idea of 
duty the duty to oneself is a very small part ; “tlie courage 
of u soldier,” Siiys the great liistorlun * of cuiiiage, “ is found 
to be tlie clieapest and most common quality of liuman 
nature.” 

§ 8. Chriatianity and Bxehanye. The analysis of ex- 
change reveals a Clirisliaii character, and also points to 
the need for Christian guidance. It is no paradox to say 
that exoliangc is ix'ciprocal charity; it blessctli Ijim that 
gives and him that takes. No iduii, ssiys Adam Smith, 
ever saw a dog exchange a bone with anotlier dog. The 

1 “Tho Parson’s Tale,*’ Skeats’s Chnttrfr, Vot. I.\. p. 010, 

’ GibUon’s Dfrline Fntlo/the Uomnn Empirry Ch. X.KVL 



43G 


ECONOMIC FCTKCTIONS OF GOVERNMENT. 


barbaric mao is a dog in a manger ; he keeps for himself 
\vhat he cannot use. The opening of markets is the be- 
ginning of charity. Exchange is in origin an exchange 
of gifts, and even to this day every good exchange is also 
a good gift. The evils of exchange arise when charity 
and good feeling are absent, and force and fiaud simulate 
the forms of exchange. 

Tliere are, moreover, things that ought not to be bought 
and sold : exchange may be an exchange of sins ; in the 
modern world also the ‘*siii-eater ” drives a good trade. 
In the limitation of exchange Christianity has played a 
leading part ; what shall it profit a man if he gain the 
whole world and lose Ins own soul ? The money-power is 
an enormous power. Spending money means demand, 
demand guides supply, supply calls for labour, and labour 
is tile life of man. Every buyer of evil things is a doer 
of evil and a breeder of sin. To spend money well is a 
harder task than to earn money well ; in earning the task 
is generally prescribed, but in spending the spender takes 
the initiative ; it is no longer passive obedience, but a 
good will, that is required. 

§ 1). Chriadaftit^ and Property^ The analysis of pri- 
vate property also brings to light the induence and the 
roquiroincjits of Christianity. Labour, effort aud enter- 
prise, contract and gift, respect for peace and avoidance 
of quarrels, such are the economic bases of private prop- 
erty. The right of property viewed from the economic 
standpoint is a means to an end, and the end is the eco- 
nomic welfare of the State. In economics there is no 
prescription of institutions, and the prescriptive right of 
individuals is limited; any form of property that is in- 
jurious to the economic activities of the State so far stands 
condemned. In particular, the laws regulating inheri- 
tance and bequest, and the laws governing the appropria- 
tion of natural agents, must be regarded as parts of a 
system, and not as conferring absolute rights on individ- 
uals. In economics, still less than in law, are there abso- 
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hue rights ; and in religion the rights of man are the 
gifts of God. 

I he development of economic societies has been accom- 
panied by an increasing socialisation of property* alike in 
its acquisition and in its uses. A man can only acquire 
wealth with the cooperation of multitudes of his fellows; 
for himself and by himself man is 11101*6 helpless than a 
lost dog. 

And a man can only use his wealth — if by use we 
mean enjoyment — witli the cooperation of his fellows. 

Of the social conception of property Christianity is the 
recognised and the strongest advocate. The Christian 
ascribes his wealth, not only to tlie cooperation of man and 
society, but to the cooperation of God himself; and he 
strives, or ought to strive* to use his wealtJi for the 
greater glory of God. 

The Christian conception of property may be compared 
to feudalism* with Christ as the overlord. Tlie Christian 
becomes Christ's man* and devotes not only his property, 
but his life and his bravery, to his service. Christianity is 
tlie beau ideal of chivalry. But just as tlie soul of chiv« 
airy dies within the forms of heraldry, and just as feudal 
rights become prescribed and limited by parchments, so 
also tlie Christian idea of duty becomes limited by creeds, 
and what ouglit to be the full and free gifts of the whole 
estate and the whole being, degenerate into pexipercorn 
rents paid through an agent. In one respect, Jiowever, 
Christianity dil^crs from feudalism and otltcr liuman 
institutions : Cliristianity, after being shrunken and 
sliri veiled* rises again and ag.ain to the full glory of its 
youth. 

Thus it appears that tlie economic analysis of property, 
whicli begins with self-intc 1*681* leads up to charity, just 
as Christian endeavour, that begins with a passionate cry 
for personal salvation, for eternal life, for self-communion 
with God, leads up to charity in tliat wide spiritual mean- 
ing in wliich it is greater than faith and Itope. 
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§ 10. OhriHian Charity. The enquiry in the present 
book began with the assumption that wealth is distrib- 
uted through the freedom of competition and of contract 
of individuals ; next the effects of various forms of vol- 
untary associations were examined ; and, finally, the ad- 
vantages and limits of State control and management were 
considered. The trend of the argument is that the failures 
and defects of simple individualism may be partially met 
by vol u n ta ry a ssoc i ati on s ; where v ol u n tary a sso ci ation 
fails tl)e State may to some extent beneficially' intervene; 
in any case a certain measure of government is necessary 
to preserve tlic peace and to insure the conditions neces- 
sary to tlic freedom both of individuals and of societies ; 
and thus tljc State not only contributes to, but is the foun- 
dation of, economic welfare. This argument is completed 
by the position that Christian charity is the foundation 
both of frec<lojn and of law, and also provides remedies 
for failures beyond the roach of the natural propensities of 
mankind or the rati<mal systems of law. 

To begin with the simplest case, namely, the giving of 
material wealth for charitable purposes, the Christian 
ought to consider himself as holding his property in trust, 
to make of it the best use possible. Nor is there anything 
extravagant or emotional in such a view it is indeed an 

» Cf. Gladstone's Finantial Sinttmtniti, p. 430, *‘What a man wills 
on Ills deathbed, when ho can no longer keep it in Jils own hands, Is not 
charity in the s.'vme higli and sound sense which the word carries wlien a 
man gives what it is his own to give and to enjoy.” Mr. Andrew Car- 
negie has followed the spirit of Mr, Gla<i5tone's utterance, though ho has 
not as yet accepted his parricular siiggestion to bnild agreat cathedra I . 
The deed, creating a trust for the Universities of Scotland, begins: “I. 
Andrew Carnegie, of New York and of Skil>o in the county of Sutherland, 
having retired from active business and deeming it to be my duty and one 
of my highest privileges to administer the wealth wbicli has come to me 
as a trustee on beliaU of others, and entertaining the confident belief that 
one of the best means of discharging that trust is by providing funds for 
improving and extending the opportunities for scientific study and research 
in the Universities of Scotland, my native land. ...” The argutneut 
in the text could find no better concrete illustration. 
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argument that might be advanced by tlio most serene 
intellect in the clear air of a juountain top at sunrise, 
Xo man has created his property or earned his income 
solely by his own effort ; there are not only the contribu- 
tions of nature or of God, but there are the contributions 
multitudes of individuals and of many societies. It is 
only common fairness to take account of these contribu- 
tory agencies, and to direct to charitable purposes what 
cannot be distributed to the particular individuals and 
societies concerned. The rough-hewn laws of civilised 
States permit an exclusive use and abuse of property that 
is not permitted by the finer touch of ChrUtianit}' ; 
Christian charity extends far beyond the justice of 
codes and the expediency of politics; it is mercy that is 
not strained. 

But tins idea of good stewaixlship does not involve 
an indiscriminate surrender of wealth and the complete 
abandonment of property. The wealth of any individual 
compared with the possible claims upon it is relatively 
vejy small. Tljcre arc numbers of excellent charities, all 
in need of fluids, and tliere are multitudes of individuals 
who might be benefited by pecuniary a.ssi stance. First 
come, first served, would be an abandonment of the pru- 
dence of the good steward for the carelessness of the 
spendthrift. To give well is the most difiicult of tasks, 
and in the present age it is not so much tlio duty of giv- 
ing that needs enforcement, as the methods of giving that 
need illumination. 

Cljristian charity, moreover, is far wi<ler than mere 
almsgiving, and the Revised Version does well to adopt 
the literal translation, “love.** In this sense charil)* is a 
rule of life, or a test of riglit living, that is to be applied 
in every line of conduct. It is the root of hoiiest work, 
of just saving, of healthy consumption, of fair dealing 
with others. And when conti-acts and rules and laws fail, 
ami even when the natural heart of man turns away with 
repugnance, Christian charity steps in with open liand 
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and open heart ; it brings material help indeed^ but it 
brings also sympathy and good feeling and honour to God. 

We are apt to consider the raedireval casuist as the uni- 
versal provider of excuses for sinners. There was no 
doubt a degraded casuistry of this kind at a time when 
even sinners felt the need of excuses. But the true 
medieval casuistry was an earnest attempt to moralise 
economy and to spiritualise morality, and to give the 
Christian a practical answer to the cases of conscience 
with wliich he was troubled. When the reformed Church 
ubandoned the degraded form of casuistry, it abandoned 
also to a great extent the true idea of which it was the 
degradation. That idea was to test the ordinary business 
of life by religious principles. Tlie mediaeval theolo- 
gians wore also economists, and they never abandoned the 
ho]>o and the belief timt Christian cliarlty ought to per- 
meate the whole of life. Chaucer’s men and women 
studded the land with churches and shrines; every mar- 
ket place, every guild, every ferry, every town, had its 
patron saint; at every twist and turn of life a new 
glimpse of heaven was opened out; the shortest measure 
of time was the time to say n pater noster^ the longest the 
time to build a cathedral ; and just as all the people knew 
the constellations and the wanderings of the planets, so 
they knew also the lives and vicissitudes of the saints. 
We moderns leave astronomy to the learned, and the 
saints have vanished like the stars in the light of common 
day. It is true, no doubt, that the conditions of modern 
industry are different and the same detailed rules of con- 
duct are not ap2>licable ; but the same spirit — if we still 
believe in Christ and in Christianity — ought to give new 
rules. Throughout the whole field of economic enquiry 
there are truths which can only be developed, and abuses 
and defects which can only be remedied, by Christian 
charity in the wide sense of love and mercy which sums 
up the teaching of Christ. For the welfare of man free- 
dom may do much and law may do much, but alike in 
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moulding diameter and in framing laws Christian diarity 
ought to take tlie iilate that in the animal world is held 
by what is now called natural selection. 

The answer, however, to the question : What is char- 
ity ? IS as diHicult as tlie an.swer to the question: What 
IS truth? Perfect charity involves perfect knowledge. 
'I he waj-s of charity, like the ways of truth, are as innumer- 
able as the paths of the sea. And in both the mind of 
man is driven to one ultimate postulate — to one guiding 
.star. All tlie paths of truth mu.st lead up to the being of 
('»od, and all the paths of charity must lead up to the per- 
sonality of Christ; and in the faith of the Christian, truth 
and charity are one, as God and Christ are one. 
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local, 40tMO2. 

Ex|K*rinieuis. State: in expenditure, 

Exitorts: of wool. 77-79, 90, 100; of 
coal and iron, 88-90; excess of iiu- 
^rts over. 97-98; the payment for 
iiU|>ort9, 3.78, 300; prohibitions and 
duties on. 78, 90,110, 347,303; bounty 
on. 101. 3U0; incidence of duties ou, 
90, 344-340, 3t»3, 3U5-3UG, ou coul 
(1901), 347-:i49. 

Expropriation of Uud: extravagant 
coin|>cn8ation, 388. 

Factor Y system in Britain, 15. 

Faculty theory : of (axatioo, 20U ; 27l>- 
281 ; of CXiivlidl 101 * 0 , .581 --382. 

Family, the, and Christianity, 43i. 
Farming (he revenues, under Roman 
Republic. 128; and Empire, 131. 
Federation, imjierial, 42:M2il. 
Feudalism: Induonce of break up ou 
progress, m. 105, J.’Q; taxetlnn. 2fi0, 
300 sef.,’ aod the Christlau couccih 
lion of property, 437. 

Field. C O.. 118 N. 

Fifteenth century iu England , 6, 11V2I . 
Fiftceniiisand tenths; nnilonul tux on 
movables, 201, 290, 330; levied as 
lo<*al rates. 39.7. 

Finance: (uf public, eec Debts, Ex- 
penditure. Revenue, Taxation; (6) 
loi'ul, tec fA>c.il finance. 

Fine arts, no continuous advance in, 

45. 

PlctU, <]UOt(H]. 111. 

Flint. K.. 4.2nN. 

Fondgn; fl) coins, in England. >t#. 

.37. tUS. VJ. 41 ; (2) cxrhaugos anti 
prices, ,7H-5!I: (3) tr.a/le. and agrl- 
cultur.al prices. 07, J20. and relative; 
prices . 82 ^ 7 . lias mad c agr h* n It o r;i 1 
land free. 113. of ancient AMnms, 
125-127, a minor part 4if total tra<h*. 
;BiH, com|>arc<I tviih colonial triid«* of 
Ctreat Britain. 421-42*1. 

Foreigner, taxing the, 281^290, ^M8. 

3ti5-rirHi. 

Formal justice, see Justice. 
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Fortuity, t be priacj|»le of, 90, 108. 

Fourier, HI*. 

Fo.x, Mr, Wilson. 149, 150 N, I55jf. IfiO. 

Poxwel!, H. S., 27. 

France; ^vages in, 155, IGO, 101; com* 
niercial treaty with, 305. 

Freedom: mtioual, 7; aad material 
progress, 2^1 ; coutraeteU under 
Roman Ein]>irc. 131 ; revival of, 
in production and distribution, aud 
the iiriuciple of maxioiuui uillUy. 
182; il.sbcneHts, its essence, 

221-222, 234,2^17; limited by govern- 
ment interference, 252-2o^i; as an 
Uleal ot tUe Stale, 428; Cbrhtian 
ciiarity its foundation, 438. 

Pro 0 1 rado : a ml agricul t u ra 1 prices. <h ; 
lessens iiiM ucncc of seasons on prices, 
80; and exi><»rc duty ou coal. 110; 
Ivsxens eeonomic sii|>criority of land- 
lonl, 113; ami foreign imports, 151; 
progi'css towards, 201; great merit 
of (lie policy. e. pvot<N'(lon, 35l>- 
;U(8 ; mcaidiig of free Ir.iclc, ; as 
alTeCtihg <<() tli4> coosiinicr, 35? ; (5) 
homo indiiHtrics, '.iM; assumptions 
of tlio general argnmetit for, ; 

thcorotlcul except inns to, 
negative argument for. 
early idea of, 3P5: uitliiri tlie LIritisli 
Kmjdrc, 4*22, 42G. 

Freight H, railway and shipping, pro- 
gress in, 111-98, 

French lt<‘Yolutioii, 222. 

Functions of government; ecoaomic 
and otlicr diHtlhguishc<l, 175-178; 
necessarv and optiooal, 175 , 375, 

370, :wi-:m2, 3H0. (^re Govern- 
incut.) 

G.vnnaxH meiUteval, 79. 

Uenend prices, progress and. 4(H>I. 
(.Se^ ft /Aft Prices.) 

George, Henry, 101. 

German Emperor. 23H n. 

Germany; usury in, 134 : customs and 
excise, direct taxes, 354; Zoll- 
verein, 35.1, 3H7- 

Cibbon, 130. 131. 207. 208 K, 435- 

Giffcn, Sir R-, 12. 01 N. 97, 405 N. 

Gifts: forced, in medimval revenues, 
2i>l, 394; inter tuvos, 378, 299; taxes 
on, 331, 332. 

Gladstone, W. E., 229, 25d. 2ri6 k. 274. 
277. 235, 280 W, 317, 339, 356, SCO. 379. 
;M3, 40!», 414, 438 H. 

Gold: currency lo Englaod, 32 n. 34 


se^. ; bezants, 34; first oative coin- 
age in Europe, 84, 36; pennies is- 
sued, 34-35; florins, 35; the noble, 
35-35; sovereign first coined (1489), 
SG; crown gold, 37; the nnite, the 
guinea, 37-38, 42; made sole stand- 
ard (IHIG), 43,43; most suitable as 
such, 45; causes hastening Its adop- 
tion, 45 ; effect of increased supplies 
on prices, 57-58; probable general 
adoption, 59. 

Gomme, L., 18, 325. 

Goschcii, G. J., 385 N, 412. 
Government: (1) fiinctious, ecoooinio 
and other, 175-178 ; ou the prluclples 
of natural liberty, maximum utility 
and Christianity, 178-188; (2) iotor- 
fercnce: as regards money, 30 setj. ; 
ueetl of genera] principles, 18(^1110; 
prima y’oc<e grounds for, 221-235; 
methods and 1 i m i ( atl ons , 237-253 ; 
<o) methods of legal eoactmenl, 
1^18-244: (5) methods of govern* 
mental action. 244-248; limitations, 
240-241, 24:1-244, 248-2.'>3: (3) ex- 
l>cnses and revenues. 2.*>4-415. (6'«e 
Expenditure, Taxatlou.) 

Graduated: poll taxes, 2li0, 315, 3115. 

(C/. Progressive taxation.) 

Grain, progress aud relative prices, 
e)7-72. 

Grants In aid, :i89, 399, 402. 

Great Britain, see United Kingdom. 
Greece, ancient; debt and slavery, 
Solon *• legislatlou, 124-127. 

Greek : conception of (he course of 
history, ccdoidsatlon, 41(1. 
Gresham's Law: excropUtied, 35-30, 
38-39. 40, 41-42, 43. 

Grierson : railway rates. 0G it. 

Groats, silver, 34. 

Grote, G., 124 H, 125 N. 

Ground-rents: progress nod, 102-lM; 

taxation of, 317 etff. 

Gudeman's field, 325^26, 

Guilds. 212, 2:i9. 

Gttlnoa. (he, 37-38, 41, 42. 

Gtiisot. 132. 

ilAhV, H.. 330. 

Hallam, H., 119 h, 130 tt, 137, 195, 

19G K. 371 K, 384. 

Hamilton, Sir E., 370. 412 N. 

Happiness and wealth. 183 9eq~ 

Hawkins. Stiver C'ofne 0/ £nfr/and. 

33 X. 

Hedonistic calculus, 180, 209, 273, 379. 
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Hclfci ioii, 237 N- 

Heiiderson. Folklore of Xorthcrn 

Countien, ;i25 k. 

Hon ley, Wnltordc, 112. 

Henry HI., M. 

Heniy VII., 20, 30 ; Morion ’a fork, 

* 104 . 

Henry VI U„ 52, 404. 

Hesioil. 124- 

Hidc*, the, as a unit of tnxaUou, 200 

Hired hi hour: In ancicut Atlieua, J2r»; 
doteriorinjon of, luiUer Honmo Em- 
pHe, 13t; in moiterii Eiijfluud, 170- 

Hialorlcnl mctbml. lOl, 122; and com- 
parative, 123, I3l>, 171, m re«., m. 
233 «e7. 

History ; materinllstlc inierpretatlou 
3, fl; economic interpretatioo of, 

Hobbea, 244. 

Hocclove, 19, 20. 

Holland : ancient Atlieiis compared 
to. 123; tlie cause of Sts proeperity, 

Homer, Henry, 92. 

Honey, rents In, 31. 

Hooker. Mr., 138, 

Horton, D., Hiloer Pouml. 41 it, 42 s, 
43 n. 

House-rent, t.ixailon of, 208, 319. 03*. 
Huuse.s and furniture of mediarval 
Eriitlish peasants. 79-77. 

Howell, 73 K. 

Humanity, idea of, 23. 

InRrVLS: economic. 175-188, 208-210; 
ill taxation, thoir use, 3VJ. IC/. 
209-270.) 

Imniatei’ial wc.-illli: protection of 
property in, 179; freedom of con- 
Kumptjoii of, r»2-2O0. 227; adultera- 
tion of, 22!) ; waste In frccdniii of 
production, 220; unearned Incro- 
jnent, 

Immovaldo property, as basis of lucsil 
rates, 393-.'K)!>. 

Imperial federation, 203.423-429. 
Imports: of wool, 73: excess over ex- 
porls, ll7-t«; prohibitioii of, 3'lB, 
33ii; paid for by exports, :t53, :»i; 
incidence of duUcs on. :M2-344, 3115- 
anti. 

Iniprovemenis, $ee Rent. 

Incidence of taxes, Taxation. 

Income: Individualism and iucqmili- 
2c 


ties ill. 1S2-183, 224 seq . ; limitation 
of, 1 91 -192; I a vat ion and minimuoi 
free, 27<K271. 270-277; taxation and 
sources of, 273-275, 279-230; taxes 
<*n the different species, 291. 

Income tax; increasing return in Eng- 
land. 8; law, 143 n; Saladin tithe a 
nidiineniary. 200; the BritiaU, 273, 
277. 230, Us history, 337-338, 354, 
335; a progressive tax approved, 
279 ; in ineiliifval municipalities. 
391; and farmers’ profits, 31)3; out- 
come of a local, 3fr7-399: levied in- 
ilepcndeiiily of local rates, 402, 
Increasing return, see Law. 

India: depreciation of silver, 59 (</. 
43); "woven wiud," 34; English 
Nabobs In, 130; laud re\'enues of, 
.10^305; a uon-Aryan village cus- 
tom, 320; British guvernmeut. 419. 
420. 

indifference, see Law. 

Indirect t«xes; iu United Kingdom, 
271, 288 , 293-295; on ran* materials, 
;138; Incidence of, 299, rt40-34y; com- 
pared with direct, 35;i-355. 
lodlvidunUsin; and iiieijuaUties in in- 
come, 182-IH3; Its bcncliis, 180-220; 
its failures and defects. 221-233,238, 
375. 438. 

Inductivo methods, 4'fO. 

Industrial: domain of iheStale, 300 k. 
372 SC 7 .,' partnership, 214, 217; su- 
premacy, condition of, 99. 

Industry: modem, complexity of, t.'iO; 
limited by capita 1 , 338 ; may migrate, 
390. 302. 

Inheritance and bequest. laws of, 2ld, 
43U. 

Inmnn, A. H., 00 K, GO x. 

(lines. Cmiiio, 20. 

Insnraricc: the principle recognised 
by I ho Caiioiiists, i:{d. 141. 145, 147: 
inconto tax e.xeniptlons on ground 
of, 2*4 ; incidence of taxes nii, 32!). 
Interest: progress and rate of, 122- 
110 ; pure, the r4*MiU of cvoJullon, 

123, l.'B). IPi (r/. Usury); ia what 
KcRNe rate measures indiisti’ial prog- 
ress, iri8-)40; origin of iiercc'niago 
nicasnrcmeut, 14)); and Ideal drslri- 
hut Ion, 2.12-233; rent and. 314, 321; 
jncideiicc of taxes on. •t2H-;i29; and 
public debt, 49}-*05, 411, 413. 

Ircbnd: roaJ.s. 92; land hanger and 
cottier rents. 107-108; judcchtl rents, 

113; |»arl la me n (ary rcpicscu 1 a l iou, 
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208; income tax exteofled to (1853). 
3:t0. 

Italy, mediaeval baokiog and credit, 
130-137. 

'• Jack’.s laud.” 325. 

Jac<ib, 24. 

Jacobs, J., 134 N. 

JamcH II., 3^. 

Jeroroe, St., 

Jeuncuse Uor^e, the Roman, 123. 

Jews, tbc: and the i<l(*a of i»ro('res.s, 
3-4; as money Icoilvrs in mediosval 
England, 131, YM. 135,403. 

•Tolot priHlucts, 7H. 

Joint-stock companies, 214. 25t>. 

Justice: the princl|>le of fonuaf, 13.>, 
In taxation, 284-28.’». in public ex- 
penditure, 2 HS. ; natural, and 
natural liberty, 17b, 181. *201>; and 
maximum ntllicy, 1 H 2 ; ndminlstra- 
tic»n of, aud freedom of demand, 
lb<|>lb5; and public expenditure, 
U73 : and wav, 4>M. 

JuBtl, V<»n, 371. 

Justinian, 131. 

Kantian imperative, 383. 

Kempi.s, Thomas k, 1K7 n. 

Kenyon , 33 n , <14 n • 37 n , 40 n . 

Kni^iil's fee, :t0l. 

La noun: in rcl.aiion to disutility, 17- 
IH: degradation, amJ ilebasomcnt of 
coin age (1543), .1:1-55, through taxa- 
tion of mibsistence minimum, 270; 
and demand for metallic money, 
dl-02; and appreciation of gold. 
bistory of freedom of. 10.VI07 ; 
attempts to check migration, 112 ; 
growth of hired, in ancient Athens. 
I'J.'; profits, and the productive 
power of, 14:i-]44. 14d: progress, 
and the prices of different kinds. 
148-172; increasing differentiation, 
141^151, 205; reserve price for. in- 
creases com petitioo. 203 ; competition 
as affecting, 204-20(* ; supply depends 
only xxirtly on price, 235 n ; employ- 
ment of, and free trade, 358-381, 388; 
bigbly paid, protection of, 384; pro- 
tection to Improve home, rus: and 
Christianity, 433-4:1.'. 

Labouring classes. Mill's forecast of 
their probable fulore. 170. 

Labour rents, lOc^lOO, llO. 111. 

Lactaotius (300 b.c.) quoted, 258. 


' Igkjsser- Zaire, 178-181 ; in consumption, 
191; carried to extremes, 206; and 
degradation of labour, 216 ; and free 
trade, 356. 

Land: as a species of capital, 140; 
property in, and ideal distribution, 
230-231, 235 N ; ownership, reform of 
abuses connected with, 328-325. 

Landed interest, progress and, see 
Rent. 

Uand -hunger, 107-108. (C/. 112.) 

Landlonl, bis advautages in bargain- 
ing. 104-113. 

Land revenues of India, 302-304, 

Land-tax: incidence of a perpetual, 
265, 301; (u) uniform, 315; (6) pro- 
Itortional to capital employed, 315- 
316. 

Laud values, taxation of, 317-326. 

Lalin Uulon, 44 N, 50. 

I Law: (1) of cunstant return, 310, 840, 
:4G; (2) of diminishing return, 104, 
226, 310. 312. :«0-343. 316; (3) of 
diminiHliing utility. 184. 185, 224, 
271-273, 4:15; (4) Of increasing re- 
turn, 8, 310, 310. .341, 340; (5) of in- 
difTerence, 68; (0) of substitution, 
(^ee Substitution.) 

Law and custom, lOVlOC, 100,211. aud 
voluntary associations, 210, 217-218. 
(C/. Aulborlty.) 

Law of debt, see Debt. 

Ucky. \V. E.. IfO, m H. 

Legal: (1) enact mont. method of, 110, 
21ti; methods of. 338-344. 284; and 
land law reform, 324; (2) fictions, 
and the Canonist dnetrino on usury, 

LTMi; and administration of crim- 
inal law, 241 ; (3) maximum rate of 
interest, attempts to fix. 125. 127 ; 
(4) training, and freedom of de- 
mand. 104 ; (5) tender, progress and, 

30 se^., silver limited in, 42, 44. 

Ixo VJ.. edict of the Emperor, 207. 

Leroyheaiilieu. IH3 n, 412. 

I.«slie, Cliffe. 53, 02 N, C3, 327 N, 351 K. 

Lewis,' Sir G. 0., 420 n. 

I^yland line. the. purchase of, 302. 

Liability: limited, the principle of, 
i:f8: in joint-stock companies, 214; 
unlimited In partnership, 213. 

Uberty: natural. 178-181; individual, 
and tbe admcoistratlon of Justice, 
195; religious. 195-200; as result of 
perfect competition, 209. 

Licenses: In trade, 335-0; on cod- 
BomptioD, 334, 351. 



INDEX. 


451 


List. V.. x»r>. :{4;7-a'.s. 

lx»au j»i'ogiT5S nikii, 12*.;*UO. 

J.oaiis. |)ubIU‘, lUJ-iHi*. {C/. IK* bis.) 

Local li rial ICO : {«r) laxaMoii, I'kix* 
vivt.RA or, S|»oHal raioK 

uiiocoiurmUal. 'jiij. ami rnodiu'vni. 
•*75; rales lovuni tin iij(«onios below 
I’oasciiiaUlo iiuoiriiiim, 'J71 : ibe** beii< 
crit ” theory apirlicable, 2 lt?, ;8H-;!!i!i; 
si m pU lieu I ion a ti d i’Oriceii i ra ( i im 
nooiled.JSH; r.Mw si< ** apportbmul " 
t a xo s , 'J! K > ; I II 11 u Ici pal t rad i n;; U >r 
relief of rates rctfrcssive, lf7:5 (rf. 
400-401) ; reforms avToinplIslieil aiio 
rci|«jred.;i7.Xl7b; and Hie principle 

of formal jMsiice,:Ki3-;«H; (//) prin- 
ciples of cX[>endUurc> 400-402. 

Local rates, history In Kii'^lanii. 21 >4- 
yyii. 

Local taxation. Royal cumin issioo on: 
Mcmvruuflu, 23» K, 2*0 N. 'M) s, 
400 K, 402 k; /V««f Ueport. :tfii h, 
402 N. 

Lombards, In Eiij^Iaiid, 124 K. 

Lorla, M., 5, 0, 2:L 2i>d n. 

l.ottcries, public, 404. 


Macaulay : on Kiij^land in I860, 20. 

112 k; rccoioAge of 1606, 41. 
McCnUorli, J. R , 08, 70 X, 67 .v, laj, 
208, 2(>y, 2113. 

Msepberson, AnnuU of Commerce, 
N. *xi H. 04, 97 N, VKf N, 402 K. 
Madox, Ej-rh'^quer. i:4l n, LU. 226 K. 
Maine, 8lr 11. H., 1.32, J81. »42. 
Maitland, F. \V„ fiU s. {life alto Pol- 
lock and Maitland.) 

Afalftotet, 22 (i. 

MalUiiis, 9. 

Maiiaffcmeot. see IVages of manage- 
ment. 

.M.arinria) ayRtem ; lal>our and produce- 
rcritH, lO.VlOO, 111. 

Manufaeturcs, prutfress Id, 21, 83-80. 
Marginal; dose, 104; cost, ll.VUO. 
211: men. lOO; land and produce, 
104, 117 N, 312, 213: rciil, 212; 
utility, 279. (»SVc rtf*o UHlily.) 
M.ar<piardl and Mu in insert, J29x. 130.v. 
MarHhall, A.. 116, 141 H, 142, 151 N. 

21.'. N. 

Martin, .1. IL. 4t>4 r. 

Marx, Karl. 2;il. 

MassacbuHcUs. wages in. 156. 

Mater i alls (ic 1 n to rp relation of history, 
5-0. 

Maxitoum: legal rata of iolcrest, 123, 


127: utillly, as an cioiiomic ideal, 
182-l»i, uUfained by freedom of 
eon.smopiion, llll, iti2, and uf pro- 
ductioa, 200 «c^., and by iwrfect 
coni|>etdjon in distribution, 209. as 
•an ideal in public expenditure, 379. 
May, Erskine. 417, 418 n. 

Mayu-SinUli. 93 k, 9ii n, ISfl k. 

2/ct//«< ittiotnata, of econoinic action 
181. 199. 

Kit'd i leva I : idea of progress, 4; Eng- 
lisli money, 32 se^. ,* prices (general), 
4H prices f relative), 07 teq. 

rents. 105-100, HI. 122-134; econ- 
urn) , break up of, 109; loan interest, 

J 22-137: casuistry, 125-130, 429-440; 
«K*cupaiions and wages. 148 xeq. 
real wages, 109; spiritual life, 170 
Christ lanlly amt ccunoinic aclivi* 
ties, 187: spirit of tuuDOpoly, 207 
taxes, 209-201: protection. 202 
mixture of public and private ecoo- 
omy. 40:1. 

Medical training, freedom t». state 
interfercoee. 193- 194. 

Monger, A., 27. 

Mercantile: (l> laa*. development of, 
241-242; <2) System. 240. 

Merchet. lOU- 
Mvtayers, In Attica, 124. 

Migration: of labour, attempt to 
check, 112 (r/. 02, 15tM3S) ; nf lo- 
diislrice, 200, 202. 

Mill, J. 8.: progress, production, and 
popnUlioD, 7, 9; general and rela- 
tive prices, 01 N; increase of rent 
an evil, 101 ; elTccl of Imjiroveiocnla 
(Ml rent, 110; progress and rents, 
profits, ttages, 121; profits and 
prices. 142. 143, ]4(*: jirobable future 
uf (lie labouring (dasscs. 170; com- 
munism, 222 N : government iiiler- 
fcrcnc'c, 246-247 ; (IvmocraCic dvsi>ot- 
bin, 252-2.^5; e<)nalily of taxulien, 
2i>9: taxaliuij of savings, 281 ; ‘'pro- 
tect ion '* hasb of taxation, 281 ; bc- 
(|ncst .iiid inheritance, 28:1; direct 
and indirect taxes. 2tL3: iitcideiiee of 
liihcs, 3IG; taxulJun uf ground- 
rents, 317-319 : riilcK fur taxation of 
cuinraodilics, :t11>-*150. 

Minim urn; (I) liutv far tendeney of 
profits lo a. J4.V14.5, 146; <21 inter- 
fereix’c, llic prinrlplc of, 17#^181 : 

(3) disutility, ns Meal uf taxation, 

270, 37M. 

Mobility of labour and capital: as- 
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sumed in argum^nl for freed otn of 
(list n but ion, 2 lit, 2m; and iuoidenco 
of taxes, aiO. 312, 315. 327 : and free 
trade argument, 3oi); liiuiia local 
raxatioii. 

Momioxen, 127 s. of^o Mar- 

quardt.) 

Money: measurement of pr<»gress in 
Nvenlth ami i>opnla(ioii in terms of, 
t^l3: in rclntiou to mcastiremeiil 
iu teriiiH of utility nod disniilify. 
13-lK; monvy eeotiMiny.aiid j>ro}'rvss 
(see Commutniioii) ; iis dangers, 22- 
24, its abuses in nieilbnval times, 
13:^1<M, and proMts, 142-H7 ; prog> 
ress and money, eli an ges in I he Kng* 
IInIi standard, mid in the medium <>f 
cxchanm*, JUW"* (.w oAto Uold, Sil- 
ver) : t’liangi's in the value of («ee 
Priees), and Cliristiauily, 4*i<». 

Monopoly; element in gronnd-reuts, 
lO.Vim : and .igrieultiiral rents. 104 
SC'/. ; transition to eoni petition rents. 
107, VX\; ill Koniau Empire, 131; in 
intere.st, 123, 13:t-i:v4. disnp|>ears. 
137; in religion. I3H; in inedin*va1 
eeomnny, 2i», 2t>7 : In Constantiin^- 
pl«*, 207 ; gives jduee to eompelilioii, 
20<^J0>H; and jidnt sloek companies. 
215: and tru'iis. 215-210; arnl eom- 
binatioh, 22t>. 247; governmental, 
244-24.', 2i>2, .375, W.): and iiieidcneo 
of tav.athm, :««, 310. 315, :«7, 
.3:12. 310. 341-343. :;pi-;M7 , :m a; of the 
colonial trade, .d it. 417 ; ami mnnici- 
pal trading, 401 . 

Montesquieu, 

Morality, relation of political econ- 
omy to. 427. 

Mossrnnii, U. C., KO x. 

Mmiieipal trading, 247, 372, 077, 40(^ 
401. 

** N.vnons ” auft Roman procoosnln. 1.30. 

Natlem.al: debts. Xi". :fiO, 403-115: 
dividend. 2:i0; independence, argu- 
ment for protection, :X^I: resources, 
peciili.ar, protection of, 34.5, m7, 340, 
;H}2-.5<i3. (Or. aiMio.) 

Natural: liberty, the principle of, 178- 
181; its beneht.i. IPO-220. assump- 
tions ami failures. 22l-23i>; surplus ; 
from land, 105— I Of >. 

Navigation acts: repealcfl (18.50), 3.30; 
Adam 8imth on, Ibeir object, 

;J65. 

Negative rent, 113. 


** Necessaries " : of medieval yilleln, 
ICi), lUl : and luxuries,*’ 270-271. 
Net value of cootribution of each, as 
test of ideal dtstribuiiOD. 230, 235- 
23U. 

Newmarcli, W., 45, 52 n, 70 a, 71 K, 
8 U. 412 N. 

Newton, Sir Is.aac, 41. 

N ieol c, Jules, Lc Li vrt du p t . 207 V • 
Nineteenth century, 8; competitiou 
rents. 113; British customs and ex- 
cise duties, 337-340. 

Noble, J., Ntitional /'i no nee, 338 v, 
4a5 s. 412 K. 

Noble, the gold,35-3fl. 

*' No mau's land." 325. 

Normal and market prices, 6C. 61^70. 
Norman cmiquest, 2(), 31, 32; taxation 
after. 2<i0. 

North. Lonl. 380H. 

Nys. E., -JW. 

Oc< 31 PAT loss : of the people, progress 
arui. 150-151 ; of womeu, X62-]a3. 
OHnn duties, ^3. 

(hlgers, W. XI.. 385 s, 303 N. 

Old age pensions, *180. 

Old tax, no lax, 204, 2f»5, 354. 

' Open spaces in towns, provislou of. 
:K25. 

Org.anisniion. of markets under com- 
petition, 208, 210. 

Pa LORA vs, R- If. X^ieffonory 0/ 
Voliticni A’eoaomy, 78 K, 154 N» 
1.50 N. 42t> s; Locnl Taxation, 385 N. 
I»antaleonj. M.. 180 K. 270. 271 M. 

Pnrnllcl .standards, impracticable. 44. 
Parrel Post. 245. 

X'areto, p h. 24. 208 V. 

Par of exchange, 40. 
i'artnership, characteristics of. 213- 
214. 

J*a$tf/n Letter*, 140 k. 

Patronage, abune of. in cotonial Ap- 
l>ointmcnts, 418. 410. 

Patten, 8. N., '1**5 n- 
Pauperism, and progress. 21, 28; niid 
taxation, 27ti. 

P.aiipcr labour, argument for protec- 
tion, .lf^. 

Pccl. Sir R., 28-'), 287, 338-330. 

Penny; gold, 54 *eq-i silver, fall in 
weight of. 4<>se7«. »ttd general 
prices. 4!t-5C; meditcval and mod- 
em, 114-05. 

Pensions, tee Old age. 
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Persons ! n)\ fulls on. 0G4. 

-1W, im. aai, :\Hi i basU of as- 
scssnxent for local rates. rWWWin. 
I’citili'iicf progress in control of, 11>, 

I 

VoKty. Sir \V., 100. 

inccc wages, H8-1411. 1-VJ, UiO, Ui5. 

PloixjuiUe. court of. *i41. 

Plohn, C. C.r-iOl. '.iU, :57:f. 

Hener, N'oii, 15 k, 

J‘hiciitan'9 Titfc, T/te, 371. 

FiMiareU, i:*5. 

P«»hticalarUIimctle. 8. 248. 

Politionl economy: its relation to 
niornlily auiJ Cliristianity, 427-141. i 
Poll taxes, 'MO, :U5, -m. 
pollock 5 trn C'cJifrocf, 211 K, 242. 
244 k; aiul MnltliUMl, ilhturif of 
Kn<jii$h I.ixw, 11 K, 3U|, 302, JU4 N. 

H. :«»j. 

poor relief: 80, 2l7; origin of rates, 
2ii0 K ; anil taxation, 27t) ; as a class 
of public cxj>emUtnre. •<7U. 373, 374, 
ami ruenliy theory of expcmil- 
ture, :ttit ; history of |>oor rates Jii 
Englaml, 3n7'.'1118. 

pope: liis fabulous ** gains. ItUf; £«• 
wij on Man. 4]notc0, 323 K. 

Pop u 1 a t i r»u : progress of. a i i*i cr onom k 
j>rogrcss, 0 xrg. ; in terms of nioiiry, 
]<M3: in terms of utility ami dis* 
utility, M Mrf/.; Hs a criterion of 
economic prosperity. 1^21. 28; 
checks to, in uioilheVAl Pnghml. Ph 
2tl; increnso of, ami rents. 1I7; of 
Koglnml in fourieciitU century ami 
now, I5t). 

I’nrtcr, Vrot/rfi* nf the .Vof/on. 2'J, fW. 

1«, IPi K, ;C.2, 405 s*. 
post OJlicc: its monopoly, 245; yield 
of revenue incidental. 372. 
pound, the silver, its iran*>rerniatinM 
into gold sovereign, :U-42. 

'* Precarious Mjrvlcos irf the medix- 
va1 serf. 2i;i. 

Precious metals, scareUy in mcdlxval 
period, 40. 

Prescription and )»rc»|>crly, 4::d. 

J‘rf>tiu»i tiji'fctionii : ami urli.*in 

grouml>rcnts. 101 : exlmvuganl. 30H. 
Price, and total utility, 15-10. 

Prh*o, L. L., 07 N. 

prices: juter|>reinllo(i of liKslory of. 

31 teq. ; progress and general, 4i»- 
bi; mciijxval, 48; not dcjiemlent . 
entirely on weight of currcm’.v. 40 
incdixval and Tudor coin pa re«l. . 


52 seq. (sec nUo Debasement); not 
alTcctcd by rwohiage of JdlJU, 53; 
ciFccts of gold and silver discoveries, 
57-58; internal innal ijiJiueiiccs, 58; 
general and relative. 5!M13, 143; 
cfTccts of improventCDfs in preduc- 
thm. 5tMil; how causes primarily 
.affectiug relative may affect gen* 
oral. U]-d5; no uniform connection 
betweeu progress and general roovC' 
nients in, (>1-34: and profits. 141- 
147; and rent and ftmefaent. 141- 
142 (cf. 311 sc?.) i and trusts, 215- 
213; and jirotectloii, 357, 359; ef* 
feels of A tax on, (u) immediate. 
:U7-30U: <^) ulterior, 510. :440, ^1. 
Prices: relative. 53; eouDectloa with 
general prices. 5iM>C; ebunges in, 
and economic progiosR, 35-9iJ; 
ngrlculliiml produce. difTerent 
kimls. ci7-82; grain, 37-72; iiay, 
xlraw. and barle)*, 73-73; beef, muu 
loo. and wheat, 73-74; eaiicMes, 
leather, (dl. and beef, 74-7.'>; oxen 
and hides, 75-7i»; houses and furni- 
ture, 7(^77; wool and meat, 77-79; 
rabbits. 711; vegetables and fruit, 
71^50; salt, the itnix>rtaiice of the 
M.asons. M) (</. &H, 118-120) ; KUgar. 
honey, and wax, 81 ; Osh, 81 ; dif- 
ferent kinds of birds, 81; eggs, 81- 
82; wool and cloth, 82-83; cotton 
wmd and cotton ehdh, 83-87 ; >vood. 
coal. Iron, and lead, 87-90; traiis- 
))nrt and commimic.ition — roads, 
canals, railways. OtMH! ; orenn s hip- 
ping, freights, cxjiorts, ami iniivwts, 
<r;.«i 8: (ifprmiciice of commerce on, 
profits dcjiend on dlfTorenccH 
in, Ut’^Ul ; of dilferent 

hinds of I a Ik Mir. progress and, 143- 
172. f.V-r Wages.) 

Primogeniture, origin of, 152. 

Princi|ilcH, g<Mtcral, of public iHilicy, 
cssi'iiiial, 

Pri9»f/f. the right r»f. 'tTG. 

Privilege, in distribution, displace 
nrciit of. 2.V27, 2H. 
j Pn«lm-i'-nmis. mVlOb, 111. 

^ P^<MlMC(•r^* dclicila. liS-17. 

Protinclioii, disulilil.v of, 15-'17. 200; 

^ c fTct'i s of i m 1 1 n i veme n i s i n , o ii j * ri vex 
geacr.il ami relative, CtMif, 37. nir- 
diu’val agri<’iiliural mclhodx st«*i* 
lion ary. bit; and ernmnerre. 1«8; 
de|»«Mdxori a variety of factors, 178; 
eouxinuiMioo, its iiual cause, PV^ 
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200; bcn^^tsand rlrawMoksof free* 
dom of, 200-:.»0i», 'iOi\ 22.V 

32i*; and ibe crimionl law, 

Prodnctivoness: of laxaiiou, 2^7. 

[mblic expend U 
lure not primarily for, 37C, fvs7. 

Prod lu* live power, pro;;ress in, 18, 21- 
22, 'JH; prodtM and, 14:^44, 14<»: of 
labour, dim inblir<l liy corjmratiou:!. 
172; taxaiioii should leave uiiiiii* 
paired. 27d, 270, 2JS1>, a a alsr> should 
pu b I i (• ex pciK i i t ur»> , • M I ; i n r1 uc uce of 
import duUes, •U3-:t44; cinpli>3*mcnt 
of— 'proJit V. nalional advantage, 
exeeuivc inxaiiim injures, 
408, 4i;i, 414, 

Prolit-sharlJii:, lTO-171, 217. 

Pro! its: projrre^s and. 121-14.'): com* 
plexily of the question. 121-122, 140. 
144: pure iiiterc'Hi the result of evo- 
lution, 12;t; loan inlercst and prot;* 
resH. 122-140 (see Interest); ori;;iii 
ofi>civc«ia;rc iricasurcment. 140- Mi : 
;;ros<. 141 ; and priees. 141-147; liow 
far tendency lo a ininlrouiii. 143- 
ll.^, lid; and ideal dinirihnlion. 2:i2- 
2;n: tendnney to equality and iiici- 
deneo of la.xes, .Hin. :<27-^i:)l; t\ 
naiional a^Ivantnue, :iiMK'V>2, 

r rn c re^s, <’eoi 1 1 *in ie : i n r<*l a I i o 1 1 1 o prou- 
rc«s in general, H; jipihI of se|>sr.*i 1 e 
analysis. 7 : M« dominal in;; forro the 
exercise of rallonn) fr<*Cib>in of indi- 
viduals, 7: its nature ainl measure' 
inent, 7-2n; endwares more iliau 
material wealth, 8 i its prin* 
eipics not to he dednrc<l from Hie 
Iteneral theory of evohition. 1 t-l 0 : 
luoiiry v.aino of the )>eople as a lent 
of, lO-rt; progress of |H>pulation in 
terms of iitililyaud disutility, 
increase of populalion as a mark of, 
18 - 21,28 ; in ]>hysi<*al eoriditjnns, in- 
20 : in iiioralH and nianners, 20-21 ; 
in productive powers, 21-34 ; iu ex- 
change. 23-24 : iDdlstribulion, 24-37; 
summary of characteristics, 27-2!*; 
iaereasing importaure of mental and 
moral faeCors, 2 H; and money, :K)-4,>; 
and ffCMcral prices. 41 WU ; and rela- 
tive prices, and tent. 100 - 120 : 

and profits, 131-147 ; and wages, 14tU 
173 : an<l freedom (a) in ooosumptioii 
and demand, 101-200, {h) in pro<iue- 
tion and exebange, 300-20<i; from 
status to contract, and ineidence of 
taxation, 300 s^fj. 


Progress, general ; the idea of , 3-C ; not 
contiimous,(>-7; nature of economic, 
see Progress Economic. 

Progressive taxation; and equality of 
sacrifice, 271-273; and faculty 
theory, 277-2711; succession duties. 
33I-:i;i2. 

Properly; protectloo of, ns a function 
of government, 170; in land, 230- 
3:11; acquisition of, and Che criminal 
law. 240: how (be institution is 
weakeued, 388; and CbrisfiaoiCy, 
4riiW37. 

Proteciiou: attempts to protect wool 
against eottou, 84-80,86; of home- 
grown corn. 101, HO. 112; not likely 
to raise agricuJturnl wages, 158; u. 
yield of revenue, 283-283; uolnten- 
tioual.2!KJ: After 1K15, 338; a tbco- 
ret leal basis of, 3-344; of peculiar 
nadoual advantages. 345, 347, Mil, 
:I(72-;MKI; V. free trade, 356-368. 
Prussia, state railways, 405. 400. 

Public Auaiiee, see Kinauee. 

PuldU’ity; of taxation, 386; of expen* 
dJiurc, :iK4-38.*). 

Public loans. 203-3M. (C/. Debts, 

IHddie.) 

public Aidhion: and economic policy, 
237; ultimaio ssnctlou of crlminnl 
law. 241. 

Public works ami institutions : gov- 
ernmenlal provision for, 247-348; a 
cause of jniblic debts, 400. 

Puritanism in England in seventeenth 
century, 21. 

Purvey A ncc and preemption, the right 
of. 3:15. 

QiTAi.iTATrvR and quantitative mem^ 
urement of economic progress, 7-20. 
Quantity theory of money and prices : 

Rogers misinterprets, 40-o2. 53-64. 
Onesi-rent, 113, 141-142. 14.1, 233, 201 ; 

inci<(enre of taxes on, OSIK’I^JO. 

Quid pro quo: basis (1) taxation, 
263-20.3, 281-282; (3) of expenditure, 
373. 373. 

Bailw'ats and relative values, M-96: • 

Prussian, 405, 400. 

Rates, as taxes. .301, 394 $fq~ 

Ratioual freedom, see Freedom. 

Real; cost and cbeapoess, 15, 17; cost 
of public revenues, 386-387; wages, 

144, 148-140, 168-170, 364. 

Reciprocity treaties, 3C0, 364, 365. 



INDEX. 


4o5 


Hci‘oiriafff‘ of, XiUMi: 4%. im rffoft 

•*D KiMierU prices, .V* *rr/. 

Refovtiuition. lUe: .iikI ilie Male of 
Kn^lisli I'omls, iH. 

Ro}'lsiraii<»i» ilmic'c. .wW, 

Rojircssive laxarion. *JS| . 

Bcj;nIaiion uoil rax;uU>ii of irntlo. 
MicOisoval, 

R«* I all VO p rices, .vcc Prices, tcIaiivc. 
Bcli^loiis: lilieriy, |>iM»;rcs$ in, l!i.V 
1117 ; gc>r vices, ilicir economic Hi<Ie. 
107 A#»7., Dionojk.ly of, IlW, free 
trade in. iw. indirect effeeis 
of expemlltore for. :»2; Ideas, rcia* 
tioti of |)uUtie:i] econoioy lo, 4'It’ 
4)1. 

Renoavier, M., 5, 4.*J n. 

Reiit^Uar^c, 140; a i>eri»€tiia1 land- 
tax liecomos, UOI ; SvottisJi feu- 
<lutie» as, 

Rvuc: progress and, 10f>-l*,!l ; ns n 
jiioasuro of pr<ttfreKs. lOO-pr.^; urban 
eroiind-rcnts, ; Agricultural 

rents, lud; effects of im- 

provements on. U4-U$: effects of 
the seasons oi i . 1 1 K- 1 *20 : a a d prof i t — 
legal Juliiiiilon, NO; and price — 
ijUfM^rchC, 141-142; of ability, 10H; 
and ideal distribution —tlic uu- 
earned Incrcinent. '2;V>>2ri| ; faxes 
on, 2iJl. 2!t3: incidence of taxes on 
pu re ocon o mic. ( 1 ) n er leuU u ra 1 , 31 1 - 
31.1; ( 2 ) gruuiMl-naifs, 317-323; and 
export duties, 

Representation and taxation, X8, •171 ; 
and public ex|icndltnrc, 371, .178, 
‘Ml. 

Reserve price for labour, and cuniiwtl- 
lioii, 

Hcstraiiit of trade: contracts in. 220. 
347 : and taxes on coinnindltlcs, 3ol- 

Retail traders, tacit associations, 210. 
2*2H. 

Retaliation. '2?)0, 3i»}. 

lievoiiue ; fo) public. '24M; in relation 

to exiwndlLiire, '231-237. :uzt: its 

ticipation tiiu origin of public debt, 
404. 410, 414; (h) priv.itc. .ill Uxoh 
paid out of, *21)1-21)3. (.See alto 
Tax ai ion.) 

Revenue duties; and free trade. rUC; ; 

and protection. :u;v:)iii;. 

Ricardo, ,>3. 117, 27d. 

Rich and poi^r, application of utility 
principle to public expenditure on, 
3d0. 


Richard I., *• broadcloth *' rcgulalioo, 
•int. 

Rights t>f w.*iy. 324. 

Risk; in lending, 1.3G; and profits, 
143. 147 ; in ikarlnersliip, JW, 213. 
{Set" o/ao Insurance.) 

Roads: cost of transport by, 00-0.3; 
Roman. 1‘2S. 

Rogers. Tliorold, 14 x, 31; fall in 
weigh I of silver penny, oiisapplica* 
tion of quail thy llieory, 411-32; de- 
bnseineiK »f i34^W)3ii0. Its liifiueiicc 
on labour. (> 2 . W k ; Ri.ok IV.. 
CU. IV.,pa^»<oi ,• 101, 110, III N, 112, 
118. 1411. 130, l.VJ, l.-.n, 134 w, l.id, 1 j‘), 
WK 

Roman: slavery, Id, 33; roads, 21, 
I2H: i»o\ver, cause of its fall, 23; 
ecODoioy, and the rate of interest, 
1*27-13) ; plunder of the provinces, 
it*.; art of selfish expenditure, 2211 ; 
coropulsloD in taxation, 27H-231I; 
compared with British metliods of 
colonisafion, 422. 

Rosebery, Lord, ti/e ©/ ri(t, 4tl v. 
41*2. 

Royal Commission on Local Taxation, 
«ee Local. 

Ruding. An»aU of the Coinotjex 31 X. 

Rural depopulation; uffer 1340. d2, 
112; perm. me at causes of, 13IH3X. 

Ruakin, Johu, 14, 170. 

Russia, usury In, 134. 

H.tcxttr'tcK : equality of, as ImsIk of 
taxation, 2tiO-*273; and local rates. 
;«I7. 

Salad in tithe, the. *2ti0. 

Sales, incidence of tax on, ^1.32. 

Sauerbeck, A.. Index numbers, 70 n, 
74, 7«. 

Savings, t.ix.atiim of, 2 h<K28I. 

Sa x< i n t i nies : rm m m *y <*ojn pu i i.^ia l Ion for 
aiviJciils and injuries in, lO; privi- 
lege and aiitlrnrhy dniniimtc diMrl- 
butioM. 24); Innd ch.*irfcr.<. 10.', 2'0; 
com pilsory element in taxation, 23tt, 
•Xtfi. 

Scari'ily: v.alne, rent and, 10 1 -10,"; 
rent. incid«*r»i*c of taxes on, 312. 

.SohalDc. A., Itrj K. 

S. hariz, 2-W n. 

Sc hloss, 1). F.. tl«x, 103 x, 107 N. 

Schdnbcrg’.s li*iH*tharh. *287 N. 

Scot land: ret ritgression i n ni f I be va I 
limes, *20; evictions for sheep farms, 
100.110,130; euipluiment of u omen 
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ID aj^ricultiiredlmiaishintr, ir»l * deer 
forests, 313 K\ feu^duUes, 330; 
" Clootie’s croft/' 

Rcutaf?e. 2150, :50l-302- 

Seasons; as nffectiiijr prices of sail 
amt ^raiu, 80: and iroo, 38; nud 
rciiis, 113,113-120. 

Sei'ond ccutury, thc» 130. 

“ Secret service/' as au item io public 
expeaditiiro, 3A4. 

Securities* first class, as luvcstnicnts. 
147. 

Security: and distribution, 3(>, 27 ; and 
freiAflits, 1»T : to tcuaiit fanner, 112: 
and interest. 123, I25-I2i5, 137-1 :W, 
404-4n.*V; provision of, as a function 
of ^ovenunent. l7.Vl7t5; nint the 
admiriUirution of just ice* UV*: ami 
compensation to vesttsi Interests, 
3KH: lor jmblje debts, 403. 401, 
•Kh;. 

Seolmbrn, F., lU. 2»il,323. 

Kelvin iora^'c, :i(»: of silver In Englaud. ; 

40; alinlielicd <lon(i).40. 

SelMmercst: a variable eonccpiion, 
223: and government interference. 
237, 24ti. 

Scliyman, F. It, A,. 2iil, 2<i.3 w, 261 s, 
2t;.’i N. 272, 27.*i. 277, 282 K. :«M N. 

Senlof, W. K., 31«. 

Serfdom its most dixKnctive m.ark. 
201 . <C/- Villein.) 

Seventeenth century: I'uritanisQi, 21, 
renis in Kn^daud. 112. 

Shakespeare. 222 n. 

Shaw, \v. A., :m k, 

Shetland, reniH in. lOG, 

' Shlfiini' of taxes. »ee Taxation, 
inridcncc. 

Shillin';. 32. 4$; first coined (1301), 
X\, lUi. 

Sliippioe, ocean : progress In. Olr-US. 

Shopkci‘j»crM. a nalion of. 22H. 

SIcIffwick, II.* 23 k, IKO, IK2, IH5, 107 k, 
2^t3N, 243 N. 

Silver; currency in England, history, 
.31—43; pound and |>cnny — f.all in 
weight of i>c»n.v till ItlOl. 33-31, .IK, 
30* 40; seigniomge, .3^34; the real 
standard (lO'ki-ld'.H!). .38* 40; coins 
clipped and worn (1304), 38; recoin- 
age (lOflO). 41* 4.3; displaced by gold 
(after 1717). 42. 43; Icg.al tender by 
tale limited (1774), 42 k; becomes 
token money (1810), 42. {Hee aUo 
Depreciation.) 

Single tax, tbe, 267 k, 304 k. 


Sixteenth eentory, allrer discoveile?, 
37. 

Slavery : aod disutility, 10, 22-23 ; and 
seventeenth century Puritanism. 21 ; 
a check to invention, d>3; in ancient 
Greece, 124; iu Roman Republic, 125, 
127 seg.; and later Empire, 131; 
under free guvcriimeut, 252 v. 
.Smart, W., 147 K, ItiOK- 
.smitli, Adam: population and pros- 
perity, U; corruption of the Church, 
24; variation in value of silver, 41), 
50 : whc.it AS a measure of, 60; prog- 
ress uud relative prices. (>5, 76, 77, 
78 : slavery checks progress, 83 ; coU 
toil munufactiire, 87 K ; coals and 
wooil, K8; Approves of export duties 
on wool aud bounties ou internal 
transport of coal, 00; canals, 04; 
rent, 101. 101, 106-107; improve- 
ments in transjrort, 115; profits nod 
interest, 122; profits and prices, 
142. 143, 144. 146; wages highest Iu 
growing industries. 138; on Natursl 
Idlierty, 171^181 ; abolition of medi- 
cal Urenscs, 11 G; sc|>arniioQ of Judi- 
cial and executive iK>\ver, 103; the 
State Aod rcllgiou, 1D7, 100; com- 
jictlilvc rewar<l8 give greatest cfli- 
c ieiicy , 210; tac 1 1 assoc lu lions of 
masters, 216; '*n nation of sbop- 
kee]»crs,” 228 K; laws that were 
"written in blood," 230; on smug- 
gling* 243-244; oD Slavery. 232 k; 
Ids ireairncnt of public expenditure, 
2.35-23C ; cau<»ns of taxstioo * 2t5<^287 ; 
e<]nality of taxation, 26(^2(>7. 208, 
266. 273; progressive taxation, 279; 
taxation of rent and grouud-rent, 
2T1V.280; " protection " basis of tax- 
ation, 281; taxation of sti mutants, 
283; canons of certainty, conven- 
teuce, and economy, 2H6-287; concen- 
tration of taxation, 287; iocquality 
preferable to uncertainty, 2W; bis 
classification of taxes, 291-293; in- 
tcrnatiooal mobility of capital. 328; 
fluctuation in profit. 330; bis canons 
transgressed before 1813, 337 : excep- 
tions to free trade, 349 (</• 00) : tax- 
ation of luxuries, 340; coaveulenco 
of (axes on commodities, 330, 
taxaiioa of necessaries, 353; free 
trade, 338, 330. 861 ; employments of 
capital, 383, 3G4. 368-388; public ex- 
penditure for common benefit, 873; 
tolls, 393; public debt, 413; what 
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re«plo<J America, 41(5 x: mniiA|>olv 
ofcwloiiial ti'jnlc, 417; iinjK'Hal feil- 
er.njoii. •JiiS, 41»:5; cxcliaMfje. 4:«. 
Sinitli, Jobn, o/ fl'oaf. 77, K5 

lOCJ. 

SmitJi. J. W,, Mvrcuitdte Luir.^tlis 
U4-> K. 

Smltli, Sydney. 3^57. 

SmufigUn-f, Wl, :J55- 

SociaI aividend tUeory vf taxaiivn. 

SoclnJism: and (he luaximum uliMiy 
principle, !«; and the OidioJk 
CJiurch, 187-lKH; and freeiloin of 
conxuniptiou, lii2; aucialiatk criti- 
cism of t lie present system, 201; and 
ftovenimeiitft] provision of public 
works, 247, ;f77; ninl taxation, 28ri- 
of uneavned iucrereents, Ikfi: 
inuiiiclpal, 4t)IK 

Solon, liU Ivgixlniioii In Atiiens, 124- 
125. (Cy. 12a) 

SoveroigD, the gold; (m us formal Ion 
of silver iKnmd Into, :t2H2; first 
coined (14WI), 3d: ‘’crown*' gold 
issues, 37; new coinage 42. 

Sovereignty : 175, 2.7a ; ns basis of inxa* 
lion, 2dT-2yy, :«)2; and of public ex- 
pendiinre, :i70-:<7]. 

Spain, tbo aleavula, ;l*K2. 

SpcciibuloQ: in modern markeu, 14.7; 
effeuis of n tax on gnius of, 3^10; 
recc'ii t imi n I e I pal , 4tl0-l0 1 . <6>c <i 
ConiracloM.) 

Spoiiecr, Herbert, 9. 

Stamp diitlcM, 332. 

BuiKlaixl : niunotary, Jiislory of Kng- 
MsJi. .’SP-^R ; of ('onif(»ri. 2H, |.">2, »*f 
inctlln^val villein, ICP, and laxuiion. 
270, 'm, 27(i. 

Staple, the, 241. 

Slate; tbe iniMlcrii. Its microcosm in 
tile MirMIe Ages, 31»I. (.Ve 
fJovornment.) 

Statical condiiioiis, rc4]nircd for ideal 
diHiribniion, 2:t4, 2:iO-2:W- 
Slnbba, M'., 2tJl n, 301. 'Sio, 40:5, 401. 
SnlisiAtenrc minimum: and land- 1 
banger. 107, 1 12; and labour rciiH. | 
III : excinjit from taxailon. 270, 27d. 
Suh.Hiltutes. nncl ineideneeof taxation, 
'WJ, 310, iMo, :t43, rmj, 372, 3V5. 
Substitution, law of: exempIilHK], 22: 
in JiUtory of relative pricc.s, 00. 71 : 
and urban rents, 103; in agricultural 
system H and rents, Pjli-tto. 117: in 
eonsumplion, 121 : in production. , 


I 20. >; sliould opera I e in public ex pen- 
i diiure. 

.SuiHfSSion duties. 273, 2(53 ‘>U1 ‘>fK 
2!lT, 2!»!(, :«l, 35.7. ‘ ' 

.^ngar: medieval price of, 81 ; duties 
on, 341 1, 3»5. 

Siimiduary laws. Ifl2, 240; licenses as 
cxempirous, 3;i4 : taxes to enforce. 
rMP-illO. 

' Supply, see Demand a«<l suiiply. 
Surplus pndll: competitive rent of 
Kgrivultural laud now, 112-]]. 3 311- 
312. 

Survival of the fittest ; in trade and 
citiunierce, 22; in nietlioiU of pro- 
duction, 2i>l ; achieved by comiietb 
lion, 218, 

” .Su^vl^.als/• 123, 1.37, 234- 

TAt.LAGS iu modi sees] England, 111. 
31)1, :m. 

Task* wages. 148 n. KiO. 

Taussig. F. 3b4. 3t57, 308. 

Taxation: of beer and malt, 71; de- 
velopment under guidance of, nO; 
and go VC III mental enterprise, 24.^. 
248; in relation to expenditure. 2.14- 
257 ; bistnrJeal evolution of (he prin- 
cljHVl ebnracterlstics, (</) compiiU 
alon, 258-201, 2ri7 (r/. 3r0) ; (6) ova- 
sioij,2i>l ; <c) objects — progress from 
siKH'idI to general, 2(12; (d) pny- 
til cuts parllally taxes — prices, fees. 
qtiiii pro *juo, 2t»2-2t>:i ; (r) jmblic 
lr*anx, 2C.’5-2i54 ; I’eally imiKised on 
jKTKon'i. 2c>4; definitbm. 2ti4-2b.5: 
may be iDergc<i In stale owncrHliIji 
— an <dd lax no tax. ADAM 

.SMITH'B CAXOXS, 2dr;-2H7: I. 
mVAUTY, 2lJl r-2H5, 289, 2P5», .‘Wl, 
:t50; (1) mvrrrif/itfjf 2t»7-2t»9 ; 

and repia'sentulioii, 2t>8 fc/, it7H) ; 

abilities ami revenue, 2ii!i ; ant>Jvctjvi* 
and obji'ctive Mnndards, 2r;!i, 275, 

<2) rquiititif «/ 811 cri tier. 2i;fl-277 
(rf. ^578} : <o) t ree minimum income. 

270- 271; (bj progre*‘*‘ivc» (axalioti. 

271- 273; (r) tux varying with 

soiirx’u of itoHiiitc, 273-27.7; 

w/fy # Acory, 2t;9, 27.7-2MJ ; (u) rule 
of sim|dc projM>rlloii, 27.7; (A) minl- 
iiiuni fret* imvtiiic. 27i>, c.vemjttlon 
of mhnniHiii rate of profits, 27i5- 
277; the lirlli.sli income tax, 277; 

(r) progTfs.<rve luxatloo. 277-279 : 

<d) lax varying wilK source of In- 
ci/ioe — u nea rned i bcreiu en l s , 279- 
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280; (c) taxation of savings. 281: time wages, 148, 102; and freedom 

(4) benr/ft f /* eor j/, 2XI-2K3 (cf. 2fi2- of consnmptioo, 227; required for 

: (5) A^riaf /unction theon/, perfect distribution, 234. 

282-234. (<:/*. 382) ; (6j pW«. j Tithes: inciflonce of, 3IG-317. 

cipfe o/ formut Jusf/ce. 281-285 ; | Token coins, :V); Brillsb silver coins 
actual systems complex, 2Hj; bccoroe, 34. 42; Bank of England 
II. rpRTAiXTV. 28^;. ;V50; 111. coK' iasues (1801-1815), 42 conditions 
VKNiKNrK, 280*287, ftV) ; IV. EroN- essential, 44; gold unsuitable for, 
OMY, 2H7, a'l-a'*:*: other rules. 28T- 4.n. 

28il: OI.ASSII'ICATIOX. 20l-2?»7; Tolls: as a .source of local revenuOr 
(o) tlieoreticnl, according to rev- 250, ; and origin of excise duties, 

enue. 2!)l-21i:i ; (b) historical or cm* ’M. 

|iiricAl —direct and indii’crl, 2113- Tontines, 404. 

2115: rates and taxes, in kind anrl Tooke, /iisfortf of Prices, 40, 70 n, 

in irnniey, real and personal, prl* 71 K. 80. 118, 111). 

mnry and seeainlary. 2tt.V2ti7: IN- Total utility » 14, 225. 370. (5ee afeo 

CiDKSi’E. 280-2! H>, 2! r>. 2*. H : Utility.) 

general principles rif. 2tJA-3]0; us Tower pound. 33. 

determined by (rO law .and enstoin. Trade and the flag, 421^23. 

3KKU)I, (t») coil I met and evchange. Trade iinUinisrn: in United Kingdomr 
lUH-HJo, :r<): of taxes on rent— 171; and competition, 202-201, 212; 
pure econiMnie and other, .'ni-31.5: and the met hu<l of legal enactment, 

of taxe.s on agricnltiiral 1an<ls and 2111. 

produce. ahV:!!?; of taxes on Transvaal : taxation and represents* 
cronnd*rent. honsc*rcnt. fciMliillcs. tlon, 2GH. 

* * land* vai uv'i." : d 7-32tt ; of I a x rs TresjKtss. i>npii I ar Ignorance of law o f, 

on profits .and capital. .T2H-:«| ; of :«.*>. 

taxes on eonsniiiahte comm<Mhlies. Trinoi/a neecssifos, 259. 

294. 'U7. : meaning .and Trusts, 212; In America, 211^216 ; and 

origin, 33:i; mcUiods. 3'ti*.337; industrial compelitlun, 218; may re* 
Hriiinh eiiKtoms and excise In the vlve right of private taxation, 220; 
nineteenth century. 3,*l7-3}0; Inel* their ideal, perfect combination, 
deneo of (o) Internal taxes. 0—342 : *^15; and protection in United States, 
(/.*) Iin|ir>rt diiiies, rt|2-M4; (c) ex* *Vi7. 

port rl lilies, :M4-M1!I: the ex|>ort Tudor dclmscmcnt of currency, 32, 
<luiy on e<nil < :tl7*.3j0; appll* 33—34, 40; Its effect oo prices, 
cation of ihe general eauous. THfU .33—3,7. 

; comparison of direct and indi* Tu image ami poniulagc, 337. 
rect taxes, revenue duties 

consistent with free trade. :i5d; lim* f cAronfe, a bl-metallic, 43. 
ited expansibilily, 'UUl; preferable Uiicarneil increment, in rent, 33(^231 ; 
to sperulalion for profit, 389; local ground-rent and monopoly gains, 
rates as taxes. 29i!. an] . 3!>| ; to 279-280; in interest and wages of 

meet (<0 war c.xpcndi rare. 408-409 : mniiagemcnt, 23:i-2.'t4; taxation of, 

(6) unproductive cx|>cndil«re, 410; 322—32#: and Cliristian charity, 438. 

(c) interest on debt. 413, 415. Unlte<i Kingdom: increase of wealth, 

Thiers, M., 8: pro»inction and importation of 

Things: taxes nominally on, 292; as agrletiltuml produce, 07; cotton 

hasis of hical taxation, 396— 398. {C/- m.vnii fact lire, 80: retention of in- 

Persons.) dustrial supremacy, 99; relative 

Thiricnnth century, an age of revolq* wages of women and men, ItiO; 

t ion. 34. struggle for religions liberty, 195- 

Three-ficld system. 09. 197: jolnl-stock companies and lim- 

Timc: its influence on value.a, 06; Ked liability, 214; taxation and 

modern economy of, 91-90, !t7 ; representation. 268: free mini mom 

wages of management per unit of. iocome principle in taxation, 271 

314-115; ne a factor in profits, 140; (^. 354) ; concentration In taxatloo. 
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2fi7-28f»: direct tnxcs r»n consumer. 
Ho5 : customs niui excise in tlic iniic* 
tcenth eetitury. r>ri7-.'«0. rtoli: sii|>er- 
nbnmium citf :{4»| ; nbaiitbrns 

export duties (]S4r>). :Tui -, irv^ irstde 
aiul military strengtii, : and in> 
(lust rial <Ion olopnieiit. for* 

ei;;n tra«U‘ a mi nor part of whole. 
3» W : taxes 1 o v le«l i rres|>eci » ve of 
rates, -10;;: public debt. AOTn stale 
credit |>erfc('t, 407: surplus fitiaue- 
li>^< 4tlH; future mortjcaj'cd, 40!>. 

United States: currency ditKeiiUies, 
0»: cost of freight, 10 ; wages. 

100: uo religions test for public 
of^ee, 11*7 : monopoly and comi>eti* 
tioii. 20(K207 : freedom of eon tract, 
220; governmental abuse of (mwer, 
2u2; customs and excis«>, :{.>4; pro- 
teetUm of young imlustrles, 3i>4 : 
protection and trusts, :h»7; surplus 
financing, 4011; Uriiisb trade wlib. 
421; ami emigration to, 422. 

Urban ground-rents, see Orouud* 
rents. 

Usury, bisiory of, 12.3 seg. ,* in an- 
cient Athens, 124-127; in Roman 
Republic, 127-lUO; in Roman Em- 
pire, i;Wi;i2; Id Middle Ages, ]:f2‘ 
137 : gives place to iulorcst. l^iT, 222. 

Uiiliiarian, IM2 $r/f. ; ca.KuisIry of, 
lAO k; its ideal of public ex|>endi- 
tnro, :i71)-r»i0. 

Utility: ecoiinmic progress in terms. ' 
of. 12-18; maximum, as an cco« I 
nomic Ideal. I82-I8b; and freedom' 
of consumpiinn, 11N> : and of 

prmiuciion, 20() xeq-; and dislrlbu- 
lion by perfect compciilion. 2<K>: 
aotl inequa lilies in income. 224 
and limitation of freedom. 2.Vi; and 
equality of inxalion,2til>-?75; maxb 
mum. as an ideal of public cximumIi- , 
luro, .37i>-:w). 

Valuk: and ntlltty, 13 ibeory 

of, and price records. r*.>; market 
and tiormul. lii», CM, 23>i : and urban 
tcrou ltd -rents. inr»; and incidence of 
taxation, ivut. :v>4-3lO. 

Vcbleij.T., 18 N. 

^^efll♦•<l i II t<* rests: give way to com|>c* 
tition.202-2rxii prut cel ion ami. 3^*, 

Victorian era: progress. 20 - 2 J: coins 
inferior. 4.3; rctnuants nf religious 
disabilities, lirf; small • secret ser- 


vice •• expenditure, .384 ; colonial 
policy, 416 

Village communities, 300; iu India 
;«rj-:j04. 

Villein, tbe metiimval: rents in kind 
diiuiiusboil and commuted into 
money, 103-1 (X». Ill (c/. 201) ; pro- 
lei* ted by cuslom. i:i:UKH: V. the 
modern agricultural labourer, tOO. 

VinogradofT. 10i» k. 

Virgaie, ia'>, 301, 

Voluntary: associations. 211-218, 2^'>. 
438; eoDi rib lit ions to tbe public ser- 
vice, 2U0, 2isi. 


WAGlts: money. 01-412, 0.1, 144; ef- 
fects of progress nu relative, 148- 
172; price of labour, methods of 
measurement. I4t^l4i'; iocreasing 
differcDliatioa of labour, 

It;ii; agricultural and imn.agricultu- 
rnl, 151-1. 'rfi ; agricultural, always re- 
latively low. ao<l why, lOd-lM; of 
men and womeo. 131^] hi ; of women 
in diffenni employments, lbl-hl2: 
wby womciTs relatively low, ld;P 
Ib4. ami why Improving, hVi; of 
children. 1tltMf>8; of higher forms 
of laiioiir. h^ldli; prngrc.<snnd real, 
lti8-I70; the hired labour system 
prevails. J 70-1 71 : have been gov- 
crneil by demand and supply. 172 
<rA •JO.’l) ; economy of higb, 20b 2d5, 

:%i*. tm-, and l rusts, 2I.Vil<i; 

earned iucrcmeiiiK in. 23:(-2;44 ; regu- 
la t ion I »y crim I na 1 1 aw . 24t i ; 1 uci^ Ic ii co 
of taxes on. 'ItH, : and sucecsshm 
duties. 21)n; and taxes on cnnmmdl* 
tics, 214. :U2; and protti’tlou, 

: goscriinieiit and high. .‘Wi-387. 

Wages of rnanag'um nt. 141. 144-143; 
dffumdoul on prices. 147 : unearned 
in<*ri<in(*nt in. 2.1:1; incidvncoof taxes 

oil. :t2!K*«l- 

Wagner. 'SW M. 

Walker. F. A.. 2 <« K- 

WamK i m-cev-ary and snporflnou^. 
270: contract hm d»<e< not follow 
line of exj»anslon. 271 : rm Muh'itliu* 
tion in tlic primary, 42!>: and Fliris- 
tiaiiit V. A'.iTt- 

\Vn r : a mt gf 1 1 w l li o f n a l Ion: 1 1 • I • •»>! , 40 o 
41W: and t'hrbljanity, 4:i;M.*H. 

Wca It h : I iai v uial . moM « y men <i i re* 
merit of. H. 12; and utility, 
niid iuen-nseof |^►pnlatl0u. a 

sign of iijcrvasv iu. W; liai.jam*s>, 
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nn(2 unequal distribuiiOQ of. 1H3 j port, 110, 33$, 363. (See ai$9 

nrq. ] Prices, relative.) 

Webb. S,. UiO » ; 8. ainl 15.. 17 K. I4« k. 1 

i.v». N. ita;. n»7 N. lii-j, jo-i, iwi, i X£No»floN. i*ic. 

206, '2Ui, '2M, *i:w K, 24T n. | 

Wi*i;;litK niKl measures, ^ovcninicritul Yardlanos. 103. 

i»(, 24.V j Youiig, Arthur, 47, 73 k, 74. 76, 77. 02, 

UVr, ill Saxon law, 10. 108. 

Wheat: inetHa^vnl and modern priee, ' Youii{* iodastries, temporary protcc- 
UO: eluih^es hi rti^ve pnoc, 07-74. tion of, 

WiUhiiii 111., iwai'iii eof bribery, 384. 

Women s vvn;:e<, .vre Wa«es. <Cot.j.vpbpin. tbc OeriDAb, 353, 3i»7. 

Wmi) : prolMbitbm ami ilulies oii ex> (C/. 421^23.) 



PRINCIPLES OF 
POLITICAL ECONOMY 


J. SHIELD NICHOLSON, M.A.. D.Sc. 

r|lOKev«>ll oy POLITICAL PCO«>MT i:« TUB LWr.fUilT* or tWXIUOCil 
ftOMETIMC fiXAMlSBR THL VKIVBftsUtltr OP CAUnRCMCi 
t^ir&oN, ano victoria 

Demy 8vo» Cloth. 

Vol. I. (Books I. and II.). Price 15s, 

Vol. II (Book III.). Price 12s. 6d. 

Vol. 111. (Books IV. and V.). Price 16s. 

SOME PRESS OPINIONS 

“The >>ook i% wacntially a good sod thoughtful l>ook, which will U helpful to 
•tmlciitv, anil inioreetiug to th« gociwrtl reader.''— Oaufu. 

" Hij «x posit ioM apo lucid and careful. AV»r. 

Wo have no hesiUliou in afllfftiiDg our belief that hi« treatise is J*®*)*'^ ® 
attain a wide clicnlalion, aud to exercise conaiderablo InHueucv, and that it vi 
occupy aplaco in conUinporary economic Hteralure as deserved I y high as U 
protuUes to be eminently nseful.** — Tk« £<»Humi< JoitrMul. 

-Tiie book goes to siiow that a clear writer can u« 
sparingly 0 ^ Adam Smith without appreciaUe *ujuo'. ^ 

KichoUon'K work will take rank ainoug the best productions of the bngli?*l. school 

oi ccofioriilsts." — TAe Tim^s. 

“That Prof. Nicholson’- uork will takr very high, if net 
the Utcratnro of political economy may bo conlldviitly iil, 

Qxplockd Hiid di-p>evc<l the chief wltlklsm or dictum about a 
go without saying to every one into wiio>e haiidt this valuable uork iruy tome. 

-This Is the secmul volume of the larg** nnd enr^ f^d wvKw 
of Political Economy ’ which Prof. «hiel«l Nu hobn... of Kd.idm^ vonlon: 
aud which, when it I- computed, will be a wry valuahle addition ^ 

Utcialure if Ihu -ciccc. It Is markerl l.y tim «me lucid. "IrAc 

inslruelive method which g.iw so much value te Us |.r«dcct^^o^. y 

.1/ a ii. 

•• Au imiioitaiit eoiitrihulion to the literature of “f 
Just to -av that it throw- light uj-m many iiuc-l.on- which Imve Ueu Itvau y 
the author H prcdcrcMors more or U-s ob*K.urcIy. — /Ai*ry .vsic«. 

A inatineol of H.o ll.cory .n.i-l .rt ol 

pracllcal ith porta DC e to cillscn- at the pie>ent turn. 9 

•• We «onl.l only .l.sic l.rioHy to .n.n “P,®'"’ ';i;u"',V.'l "o‘".ca.'i '’lu"- 
mendatlon that no one who Iml- the opportunit) J>ho 
AberJtcrt Juuruat. 

I,O.NUOX : A. k C. BI-ACK. 4 SOHO SQCAKK, V. 
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ELEMENTS OF 
POLITICAL ECONOMY 


SiyuNj> Edition 

IVmy f^vo. rioib. Price 7s. 6d. net 


SOME rUKSS OPINIONS 


** An Ik irxl iMKtk i«> fi ill At liAi> i;\kc'ii A frcKb liold upon the 

piiLlio iiiiiMl, ii uili }>•' foiiiul imvlul au<) IiHprul. IVurc&ftor 

]t:i> a « Ir.ir :in<l Imid niylv.*'— lorWiiVc 


All a'liiiitahU* HilrrMlurliou to iH miLJix'I. It is complete ond 
conipu )h n^ivr, vv)iil<» ii is di'^liiipii'licd l>y lliAt lucidity of Uontinent 
\> rliaiactcri'ti'* of all Nk IioImois couhiltutiuiis to tlie 

!il< ialur«‘ (fir niilject.'’- Tf*t 


*'Tiii <x]Hi.iiioh i'> iliron^'lioul U*|jtliii^ly jiivcise and lucid, and 
rovn lit;' lUt^p Tirinl fii’M id cronomk.*, il is full and complele accoiding 
(ft it* M Free J*ri^ai, 


•• Wlial Mill slriko llirstudnil most in lliis work UiU (crseiieM and 
*iiy^'r*l ivrciO'S ; llirrr nir no iligi‘4'>*ioiis and no iiielcvaticiv" ; and while 
(lie 5(ylr M iiK id ATi'l llic iiM'anni;^ never olo>rmt', tliet'c U tiu nUeinjit 
In ^ivr ]»ripiihi ily !•» tlie look hy lliv *ii|Kn Jicia) iiiel finds of jtnradox 
.iimI * ( K'Sei nesx/ 1 1 is an rxadleiit exani|*le of condcnH.il ion and 
cohiplctuncss.”— 7V»f /,ilfrt/rtf 

“ The line lakcn Ly llic aullior slnkcR clccji into tlioM' juiticiplca 
nUiHi aic the cause of h» niiirli pcrjdcxity at llie piesenl lime, and tlie 
' x|iod lion given of (lie diflicuflicii iiivrdvid in (lie furtlivr clovclo{inic]it 
i»r cconomital principle.* and tlirories Mill Ite aec<*j>led vvilli a keen 

1 rlisli. '^/Vincnciul .SVnndord. 


“ Luminous, and never more timely Ilian «<»«. '< — OuflooJ:, 


LONDON: A. A C. lU.ACK, 4 SOHO SQUARE, W. 
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MONEY 

AND ESSAYS ON 

PRESENT MONETARY PROBLEMS 

Sixth Edition 
Crow^ Sva Price 7s. 6d. 

SOMB PRESS OnXIONS 

It U dUpeHluous to SAy that throughout Profe&aor NicholsoD 
'N'vites witli a mastery of facts and of style. lie is never diffuse, and 
never pedantic ; Ins eoncliisioiiB, right or wrong, ot'v made available 
to all, and the gt’ouncls on which they arc bascfl a 1*0 jmt within the 
grasp of the least instructe<l ncider/' — Economic JUvietc. 

*' Never, perhai)^ have the essential principles of curi'cncy been set 
forth in a shape so fiee from technical detail, and yet without any 
sacrifice of scientiAe precision /’^Econ om t c /p urn a/. 

Nowheiv that we reincmber can the ley mind find so succinct and 
capable a statement of the utain facts of monetary science/'*^ 
i'Veeman*! 47oMr«fl/. 

*' The subjects arc well liatidled, and the book is cAleulato<l to of 
great service to the student of jiolUical economy.” — ManchttUr Examiner. 

** On the whole, we predict fur this treatise in its new form an 
extended scope ; in the Hr>t platv, liocnuse it breaks ground practically 
unocetipicd by any similar work ; in the second, on account of its clear 
and straightforward irvatmviii of the questions brought under I'cvivw.” 
^Giutgow JleralU. 


BANKERS’ MONEY 

A SUPPLEMKNT TO 

A TREATISE ON MONEY 

Crown 8 VO, Cloth. Price 2s. 6d. nct. 

“ No one can dispute the lucidity and suggest ivenosa of his leasoii ing, 
OP the value of this work bulli for Academh* stiuh nu and for men ol 
business who doj^ii e to have a de*'jier kuowk*<lg«* <•! the conditions under 
which they thrive than can lie g.iined fimii the knowledge* of the mart 
alon e .” — SroU nia n . 

“All that he says clc.-^erves to Ikj considered, n lid hi* tvork conveys 
much useful Information and a lucid and aUracUve ►l^de.” — Sh>ih>ld 
Duxti/ Teteijrapli. 

“The work is an eminently ]»raclicablc one, and forms a valmibio 
contribution to the nnieli-delKJli-d eiirn-ncy tpie«lior >,'’ — Urisiol M-rcury. 

LONDON: A- k C. BMCK, I SOHO SQUARE. W. 
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Crown Svfj. Price 3s. 6d. 


rill* 111 '.m>\ in 'oiiii* rliv |»rind|vil, cJiapUr deal* with ‘Strikes JiinJ 

a Lorn;; W.is'i , * :umJ ilmi a .Ii»ruvvir»n on tins iiialUr is opjMirhnio will Iw ^rrauUil. 

To - IV iK.il Ml. Nn lioK-Mi*-. .mi is nr«* iivw «ouI<l K* to say wliat Uv himself 

wimhl not at .i|] nj.w i.i ; tln-y ai.* i.hl. ImU Wuim? they me olU they are in 
• hiiyei of U nu* Imij-mII. m : rlny an* vitaJ. ami th««fnix*o light to 1.0 rvnieiuliervil." 
— 77/1' 7*/»<n ». 


•• ll. •Um'I'si ^ i1m* ih.iik- /•! Mm' ih'Huliilnl |»nlilir for having >howii how su/'h 
•in.'sliMn' I m' il.'al*. wiili . m U. pi.itmunlly ami yet |•'•|>ll tal ly treated." The 

.S. rr^ 5 >i///(/. 


• lKi. \ur- lixfiM.' roll, einni /il . -*«>> i% ihe »<.rk of a in/xh iii representative 
of ill' << aioihi'Uol tIi* * iimIiv eln ilhtie ' x. hill iawijtleii » itii a restraint nii«l 
' ‘mi/Mir Nvlij. h an n « inung ,» iho prrM ui-day vxiKinvnls of that iioiiit 

iij view, ''’’f. 
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wnn svi:t'\.\i. u\:veuk>^(:k w WAGJC.'j 

ANh KM rU)V. MI :.VT 


<’iovvM N\»i, l^^|K•r (*(ivci.s, Price 6 d. 

" Ihi* I* oijr ..| ff,.. ii...«i . rh-. live roNinlMiiioiis yet iii.ide (•> tile proHeiit rsr.al 

I 'mlr ivt I • \ .\u /• 

1 ovi*!' I* no -leiii M.if' ne'iil /i| rhe nrtlexhiX ec'mninie view ul tliC 

ipM .ri nis iIm 'I III tlo' tnl. " tt- 

‘.Vny »• i.t' i v» 1 i.. i« ««i|| h|i«^'.| wiih .«n ojhii fiilinl on the iiiir'lioii will find 
1|ii' diori lj< «ti.<> MiM' (>r tie- xuii|.|« .omI -unit in the u hole i.iii'.'v of niodvin 

II " al hl<*l .it.ll r Hit /*•••>! , 
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Skcnjnii KnrrinN 

Cnnvn 8vc). PHre Is. 6d. * 

'• fn imldi hill'.* hi- .el ti»*-- io fi.r |:iiti<h A>«o.'i.«li«»n .it Oxfohf, Professor 
N't- iioj- oi Im. in .Ill iiMf-oir lof • Miilii«Mii|..ti fo fJie Nieraliite of the eocmjlstic 
ron'ioviT'V. Ill' ha* Ih*' KHUj^o- ol hi« < oiitH'fi'*l«s, tfie knowJeilgv f»y whhdi lo 
'iiplN.it th- r/i. Hi»d tl..' |-mer ol j-i 0-011 fJii*.* tlniii in .1 stiikiiig and inWrcsIhig 
/i limn, P»ol.»-i»r .N'e li'*l-oii** <.f-|Mni«*iil- w<iii|.| tlo wi-ll l/» e<»nsiili-r *orioil»ty 
vaeilii r llt.-v are ili a jn.-iri/.n (<> an^w.-r In- iilgs-etiiNi-.'’— .t/»)/< 4 e»AT iiHf<rilieiu> 
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